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Currency Re 


A, icy Ri Nine hundred millions of 
form Desirable. 


paper currency balancing 
on a pivot of some sixty millions of 
gold, is very much like a huge basket of 
apples tottering on the head of a dim- 
inutive vender, who is straining every 
nerve to maintain its equilibrium. The 
inadequacy of the gold reserve, and the 
impotency of the government to main- 
tain it at a respectable figure, is becom- 
ing increasingly apparent, Bond 
issues are mere temporary expedients 
and of no lasting benefit. The time has 
come when wisdom dictates a recon- 
The 


constitution confers power upon the na- 


struction of the currency system. 


tional government to coin money and 
regulate its value, and there it stops, so 
far as the subject of money and cur- 
rency is concerned. The government 
has been drifting further and further 


away from these first principles, and the 


NOVEMBER, 


Law Journal. 


1894. 


increasing difficulties attendant upon 
the taking on ef banking functions and 
the maintenance of all classes of money 
on a parity with gold, make it clear that 
the time has come to get back to first 


principles again. 


the 
following communication 


Liability of Safe We have received 


Deposit Com- 
panies. 
from a correspondent: 

‘‘Are you aware that safe deposit 

companies and banks, in the State of 

New York, liable for 

the contents of safes rented by them to 

two or more principals, if access is given 


make themselves 


to the surviving principal or principals, 
in the absence of the executor or admin- 
istrator of a deceased ante-mortem joint 
principal ? . 

Ante-mortem agreements or contracts, 
such as are now accepted by said insti- 
tutions, lapse on the death of one of 
two or more principals. Such agree- 
ments or contracts, like powers of at- 
torney, die with either maker thereof. 

The Legislature should be asked to 
pass a law relieving the safe deposit 
companies of the above liability by pro- 
viding a form of lease whereby the sur- 
vivor or survivors of two or more joint 
principals leasing a safe shall be con.- 
petent to enter the same in the event of 
the death of either of said principals. 

Lex Cayce.” 

We bring this communication to the 
attention of our readers, and inthe next 
number propose to publish an article 
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having special reference to the legal 
duties and risks of safe deposit com- 
panies in the state of New York, con- 
nected with their custody of securities 
and valuables. 


Conflicting An illustration of how the 
State Laws upon : 
Acceptances and variety of state laws gov- 
cept. erning one and the same 
transaction causes annoyance and pro- 
vokes litigation is furnished by the case 
of Exchange Bank v. Hubbard, pub- 
lished in this number. A bank in South 
Carolina advanved money upon drafts 
drawn upon a firm of cotton merchants 
in the city of New York against cotton 
shipped, and sued the firm upon the 
drafts. The defense, sustained by the 
trial court, was that the transaction was 
controlled by the statutes of New York 
relating to bills of exchange, and that 
the bank was not entitled to recover, 
pursuant to the statutory provisions, 


either as upon a written acceptance by 
the defendants of the drafts, or as upon 
a breach of a promise to accept; the acts 
or promises of the defendants not being 
of such character as to make them liable 
upon the drafts under these statutes. 


The circuit court of appeals, however, 
overrule the trial court, holding that the 
transaction is governed by the laws of 
South Carolina, not of New York, not- 
withstanding the drafts were to be ac- 
cepted and made payable in the latter 
state; hence, the law of New York was 
immaterial, and as there were no stat- 
utes in South Carolina affecting it, the 
common law governed, under which the 
acts and promises of the defendants to 
‘ the shippers of the cotton, were suf- 
ficient to create a liability to the bank 
who cashed the drafts on the faith there- 
of. 

The facts in this case are suggestive 
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of numerous other transactions growing 
out of the marketing of cotton, by means 
of bills of lading and drafts discounted 
by banks in one state and payable in 
another; and so long as the laws in the 
different states conflict as they now do, 
upon questions of obligation and liabil- 
ity, so long will the business of financ- 
ing such shipments be attendei with 
annoyance, and oftentimes loss. As 
shown on another page, we are about 
to commence a digging out and publi- 
cation of these various matters of con- 
flict that now hamper business dealings, 
and thus present a mass of information 
valuable to any advocate of more uni- 
form laws. Bankers can materially aid 
us in this work by furnishing informa- 
tion of such subjects of conflict coming 
under their observation, as have or are 
likely to cause loss to discounters and 
traders, None realize the pinch of the 
ill-fitting shoe so much as the one who 
wears it, and those who have actually 
suffered from the causes outlined in the 
article on “Varying State Laws” pub- 
lished in the October Journal are the 
ones best able to describe imperfections 
and incongruities, as well as to suggest 
what should be 


Unsafe Book- Jt has come to light that a 
keeping Meth- , 
ods. bookkeeper in one of the 
large New York City banks has, by 
means of the criminal cooperation of a 
depositor, succeeded in stealing from 
the bank the stupendous sum of $354,- 
ooo during the last nine years without 
The method by 
which the thefts were accomplished is 
thus described by the president of the 
bank: 


detection until now. 


**Seely was the bookkeeper of indi- 
vidual accounts of depositors running 
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from AtoL. He also kept the skeleton 
ledger. This ledger was made up daily 
and was supposed to show at a glance 
every depositor’s balance. This man 
who acted in collusion with Seely has 
been a depositor in the bank for thirty 
years. He kept a small balance of a 
few hurdred, or at times a couple of 
thousand dollars, Seely’s stealings have 
extended over a period of nine years. 
His method was to take from the ac- 
count of one or half a dozen depositors 
who kept good-sized balances a few 
hundred ora thousand dollars and place 
it to the credit of his confederate, Law- 
yer Baker. The latter kept drawing 
money from his account, which was kept 
good with a fair balauce by Seely, who 
stole the money from the other deposit- 
ors. 

‘**Now, the habits of these depositors 
from whom he was stealing were well 
known to Seely; that is, he knew who 
was liable to draw heavily at certain 
times. He knew that A balanced his 
books about so often, and B and C only 
once or twice a year. Seely kept a pri- 
vate memorandum of his thefts, and so 
was ready at any moment to make his 
books appear straight. If a depositor 
from whose account Seely had taken, 
say $1,000, handed in his book to be 
balanced, Seely, by referring to his pri- 
vate memorandum, knew just what he 
had taken and would enter the proper 
amount on the ledger, making the ac- 
counts balance with the depositor’s 
check book. But this would necessarily 
make an entry on the ledger that would 
not be found in like figures on the de- 
positor’s cash-book. 

‘‘As his stealings increased it became 
necessary for Seely to take larger sums 
from depositors’ accounts, part of which 
he would place to the credit of his con- 
federate, and the balance he would par- 
cel out to the accounts of half a dozen 
or more people from whom he had been 
stealing money. He must have been 
an exceptionally smart man to keep 
track of all his transactions and not get 
mixed up, for we have found over fifty 
accounts which he tampered with in the 
manner I have described. 

‘*Had we not decided tochange about 
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the clerks and bookkeepers he could 
have kept on indefinitely without de- 
tection. When he heard that we had 
decided on the change he knew that the 
jig was up and filed. The sums of 
money which were stolen and placed to 
his confederate’s account were not large, 
a few hundred at a time, but the thefts 
occurred almost daily, as shown by our 
examination. 


This occurrence forcibly illustrates 
the danger to any large bank in per- 
mitting one bookkeeper to keep one 
ledger steadily all the time, without 
periodical change of bookkeepers, or 
some system of comparison with de- 
positors’ pass-books by an independent 
clerk. Most of the large banks in New 
York City, we believe, have discarded 
the old single ledger method, under 
which this latest theft was perpetrated, 
known as the Boston system, and keep 
a double set of ledgers with monthly 
changes of bookkeepers. In addition, 
in some of the banks, there is a clerks’ 
committee which makes an examina- 
tion at stated intervals. Under such a 
system, Seely’s fraud would have been 
im possible. 

The discussion and agitation which 
this latest swindle has given rise to, 
will doubtless lead to a reconstruction 
of bookkeeping systems in many large 
banks, whose present methods permit 
of similar swindles. It would not be 
surprising if it should also lead to legis- 
lation requiring banks under the super- 
vision of national and state banking de- 
partments, to conform to some system, 
in the keeping of their books, under 
which gigantic steals by collusion with 
outsiders would become an impossibil- 


ity. 


Panics and Pop- Various opinions have been 


lation. ; : 
ulation. expressed by writers in 


these columns with a view to ascertain- 
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ing the causes which led up to the re- 
cent panic, as well as discursive of the 


causes underlying panics generally. An 
interesting view has recently been ad- 
vanced by a western railroad man 
which he ascribes panics to be largely 
the result of excessive population in our 
cities, and a corresponding depletion of 
the agricultural districts. We refer to 
Mr. A. B. Stickney, president of the 
Chicago Great Western Railroad, who, 
in a paper read before the Commercial 
Exchange of Des Moines, Iowa, main- 


in 


tained the proposition that as a condi- 
tion precedent to business revival, the 
trend of population must be diverted 
into the rural districts rather than ur- 
ban sections. 

Predicating his opinions on the well 
settled principle that the quantity of ur- 
ban occupations are limited by the de- 
mands of 
shows that every panic that has occurred 
in this country from first to last was 
preceded by an abnormal increase of 
the population of cities as compared 
with the country. 
period of fifty years, the population 
was about ten in the country to one in 
the cities, 
there was a rush to the cities, so thatin 
1850 the ratio stood two and a half ru- 
ral toone urban. This condition brought 
on the panic of 1857. 

After that 
vulsion res- 
toration of healthful conditions, but 
these continued for so brief a period that 
there is every reason to believe that if 
the war had not supplied employment 
in military operations to absorb the sur- 
plus, another panic would have oc- 
curred in the sixties; but it was conse- 
quently delayed until 1873. From 1880 
to 1890 the ratio was five sixths in the 
rural districts to one in the cities, and 


the tributary country, he 


From 1790 to 1840, a 


During the next ten years 


disastrous business re- 


there was a temporary 
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the last panic was the most disastrous 
of all. 

There is no doubt that in all our large 
cities a vast surplus of population ex- 
ists , for whom there is no legitimate 
employment, and who live by all sorts 
of makeshifts, Such unwholesome con- 
ditions naturally have much to do with 
the prosperity of the country, and are 
doubtless a factor in producing periodic 
financial disturbances. The Gesirability 
of increasing the population of the rural 
districts, and cleansing the cities of all 
who have no business there, has been 
The difficulty 
rests in the practical problem of how it 


recognized for years. 


is to be done, 


Stock Transfers The danger to corporations 
Under Insuffi 
cient Powers. 


insufficient authority is illustrated by 
the decision of the Supreme Court of 
Tennessee in Read v. Cumberland Tele- 
graph and Telephone Co, 
declares the principle that ‘‘the fact that 
stock is assigned by one other than the 


in transferring stock upo 


The court 


one to whom it was issued devolves upon 
the corporation, when called upon to 
transfer the shares and issue a new cer- 
tificate, the duty of inquiring as to the 
power of the assignor to make the as- 
signment;” and the decision is to the 
effect that a general agent, with power 
to sell stock, cannot pledge it for his 
own benefit; and the corporation making 
the transfer will be compelled to restore 
the principal to his rights asa stock- 
holder. The statement of the law by 
the court governing the power and au- 
thority of a general agent over the 
shares of his principal, and the duties 
of corporations with regard to the trans- 
fer of shares, should be carefully read 
as affording knowledge, useful in the 
daily conduct of business affairs. 
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Printed Con- 
ditions in Con- 
tracts 


The court of appeals of 
Colorado have decided a 
question of great interest to commercial 
houses, to the effect that a printed con- 
dition in a statement of goods sold on 
credit, making the amount ‘‘ due imme- 
diately when the purchaser suspends 
payment, removes, or is closing out,” 
constitutes a contract, binding on the 
purchaser where accepted by him with- 
out question. The decision that the 
printed condition is binding as a con- 
tract, has an important analogy for 
bankers, in that it would have equal 
application toconditions printed in pass 
books or on the deposit tickets of cus- 
tomers, limiting the liability of 
bank. 


the 


The liability of 
bank directors. 


The facts in the case of 
Robinson v. Hall, as well 
as the statements of law predicated there- 
on, will be read with much interest by 
all connected with bank management, 
and especially by bank directors whose 
duties and responsibilities are discussed 
at length by the court. The situation 
presented is the not unfamiliar one of a 
bank whose entire management was 
left to the cashier. The cashier gave 
no bond and was possessed of no con- 
siderable property, yet he became large- 
ly indebted to the bank, and defrauded 
it out of large sums of money by vari- 


ous methods of financiering not entirely 
consistent with good banking practice, 
The bank became insolvent but before it 
was closed, the bank accounts of the di- 


rectors had been judiciously drawn 
down to minimum figures, or over- 
drawn. 

The judicial discussion of the direct- 
ors’ responsibility for neglect is impor- 
tant for cognizance in that it shows a 


disposition in the federal courts to break 
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away from the standard of leniency set 
by the supreme court of the United 
States in Briggs v. Spaulding, wherein 
the directors were exonerated, and to 
hold bank directors responsible for neg- 
ligence wherever the facts of the case 
justify such aruling. ‘* The decision in 
the case of Briggs v. Spaulding” says 
the court, ‘‘is chiefly valuable as fur- 
nishing examples of directors whom the 
courts should not hold to account for 
neglect of duty.” Butin that case, it 
is pointed out, there was a division of 
five to four on the question of liability, 
and the strong dissent ‘‘ admonishes the 
federal courts which, in the course of 
duty, have to deal with this question, 
very strongly against exceeding the 
limits of leniency exhibited by the su- 
preme court directors.” 
The court carefully distinguishes the 
facts and finds in the case before it a 
more flagrant neglect of duty than in 
the Briggs case, leading it to the con- 
clusion of personal liability. 


towards the 


One point 
of decision important to be noted is the 
responsibility of directors of national 
banks in the interval of time between 
the closing of the bank by the examiner 
and the taking possession by a receiver 
subsequently appointed. The court says 
‘‘it is a mistake to suppose that the di- 
rectors of national banks cease to be 
such, and that their duty to the bank 
lapses, when an examiner is put in 
charge of its funds, properties and books 
by the comptroller of the currency,” 
and that they are just as much the ad- 
visers of the bank examiner as formerly 
of the cashier, notwithstanding they are 
not invested by law with the control over 
him which they were empowered to ex- 
ercise over the cashier. The point of 
neglect made was that the directors 
failed to register certain mortgages held 


as security after the examiner took 
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charge, the reason calling for their exer- 
cise of duty in this respect being that 
the temporary officer appointed by the 
comptroller would in all probability be 
unfamiliar with the registration laws of 
the state. 

We think this case of sufficient im- 
portance to merit a careful reading by 
directors and officers of banks. 


This congress has held an 
important session in New 
Orleans anc has adopted resolutions 


South and West 
Trade Congress. 
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calling upon Congress to improve the 
waterways so as to assure easy and safe 
navigation as well as cheaper trans- 
portation to the seaboard. One object 
of the congress is to divert the com- 
merce of the vast western section from 
the eastern seaboard cities to the gulf 
and south Atlantic ports, by means of 
the Mississippi and other tributary 
streams. The necessity of passing the 
Nicaragua Canal bill, now pending, 
without delay was urged upon Cungress 
as the most important question before 
the country in its relation to commerce. 


THE VARYING STATE LAWS GOVERNING COMMERCIAL PAPER. 


A detailed review of statutes and decisions in the various states governing commercial 
paper, showing matters of peculiarity, conflict or deviation from the law merchant as generally 


understood. 


Following the editor's address upon 


this subject at the American Bankers’ 


Convention which appeared in the Oct- 
ober Journal, we will, commencing with 
the December number, publish a series 
of articles under the above head, de- 
signed to bring out in detail those mat- 
ters of peculiarity and difference in the 
laws of the various states upon the sub- 
ject of commercial paper which contrib- 
ute to perplex the holder in a state other 
than that wherein the paper is payable 
and enforceable. The varying laws in 
different states governing one and the 
same instrument or contract have long 


been a source of annoyance and loss to 


foreign holders of commercial paper 
who are often unfamiliar with peculiar 
provisions existing at the place of pay- 
ment, and uncertain what steps to take 
to preserve all rights under bills, notes, 
guaranties, and other commercial con- 
tracts governed by the laws of states 
other than their own, A _ presentation 
of all these matters in detail will there- 
fore be of great value to all bankers 


and merchants 
state paper, and in this attempt we ask 
the co-operation and assistance of the 


who acquire foreign 


Journal’s readers in bringing to our no- 
tice such subjects of incongruity and 
conflict of law as may come under their 
observation. 
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THE CURRENCY PROBLEM. 
THE UNITED STATES TREASURY MUST CEASE DOING A BANKING BUSINESS. 


[FIRST PAPER. | 
By ALLEN RIPLEY FOOTE, OF WASHINGTON, D. C. 


‘Attempts to tinker the currency are highly 
iangerous when they are not governed by a 
definite and comprehensive knowledge of econ- 
»mic principles as they apply to existing trade 
onditions.”—Ev. New York ‘‘ World,” Novem- 
ber 16, 1894. 

The American Bankers’ Association performed 
1 high public service by unanimously adopting 
1 plan for the creation of a safe and elastic cur- 
rency, at its convention held in Baltimore Oct. 
11, 1894. The approval of this plan implies 
that the present currency system of the country 
ri and elastic.”” This acknowledge- 
ment gives liberty to criticise existing conditions 


is not ‘‘ safe 
without danger of being charged with financial 
heresy. 


PAS] CURRENCY AND BANKING SYSTEMS, 


The question, How to Establish a Sound Am- 
and Banking 
never been thoroughly discussed nor has any 
attempt ever been 


‘rican Currency System, has 
settle it 
merits as an independent question of public 

olicv. It must now beso dealt with and cor- 
rectly settled before the people of this country 


made to upon its 


an again enjov an era of solid prosperity. For 
this reason it is the most urgent question of 
urtime. At no time since the organization of 
ur government, until now, has a fitting oppor- 
tunity presented itself in which the whole 
people, united in the pursuit of the vocations of 
peace, could discuss and settle this question on 
its merits, as a distinctive issue, freed from 
sentiments, traditions and prejudices. 

The organizers of the national government 
made no attempt to formulate and adopt a sound 
and comprehensive system of American cur- 
rency. Their energies and resources were com- 
pletely exhausted by the settlement of questions 
pertaining to national organization and inde- 
pendence. All monetary legislation enacted by 


them was confined to placing a few basic con- 


Citions in the Constitution; the adoption of such 
expedients as gave promise from time to time 
f supplying funds for the treasury; establish- 


ng mints for the coinage of money, and incor- 


porating a bank of the United States in 1791, 
and another in 1816. 

Until the war for the preservation of the 
Union, the currency and banking system of this 
country was founded on United States coin, 
gold and silver, a bank of the United States op- 
erating undera national charter trom 1791 to 
1811, and another bank of the United States op- 
erating under a national charter from 1816 to 
1836, and state banks of issue chartered by the 
several states. During all’ this time no effort 
was made to formulate a currency and banking 
system that would be uniform in every state, 
sound, automatically adjustable to fluctuating 
requirements of the business of all sections of 
the country, and able to supply all the currency 
required to promptly effect the exchanges of in- 
dustry and commerce. 

During the Civil War the extraordinary con- 
ditions then prevailing led to the issue of United 
States legal-tender notes; to a uniform organiz- 
ation of national banks of issue in all states, and 
to the complete suppression of all state banks 
of issueas such. These acts have been held 
by the supreme court to be constitutional as 
war measures, then necessary for the defense 
These measures 
have never been before the people for discus- 
sion as measures of public policy, nor have they 


of the national government, 


ever been submitted to the people for adoption 
general welfare. They 
were discussed and enacted by congress as 


as measures for the 


measures of necessity and of temporary ex- 
pediency. 
virtue of the decisions of the supreme court 
has resulted in a constructive change 


Such exercise of these powers, by 


in the 
Constitution which, for the first time, secured 
to the national government the exclusive right 
to issue legal-tender currency notes and tochar- 
In this respect the civil war 
wrought as important and as far-reaching a 


ter banks of issue. 


change in the monetary system of the country, 
by abolishing state banks of issue, as it did in 
its industrial system by abolishing slavery. This 
momentous change has been acquiesced in until 


now, because political rather than monetary 
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questions have absorbed the attention of the 
people. The political and industrial changes 
caused by the war have beensecured beyond the 
possibility of a doubt by amendments to the 
constitution. The changes in ourcurrency sys- 
tem caused by the war have been allowed to re- 
main with no other security than acts of con- 
gress confirmed by the supreme court. The 
fact that these acts of congress may be repealed 
and thus throw our currency system back into 
the condition that existed in ante-bellum days 
is a factor of doubt, a cause of distrust, and 
want of confidence in our entire currency and 
banking system. 

Sound monetary legislation enacted under 
stress of over-mastering circumstances may not 
be thoroughly understood nor cordially approved 
by the people, Such legislation is always weak- 
eded by doubt as to its stability. This is illus- 
trated by the fact that the Resumption Act of 
1875 was soon modified by suspending the can- 
cellation of redeemed United States legal-tender 
notes; by the attempted departure from a gold 
standard of values made by enacted and pro- 
posed laws pertaining to the purchase and coin- 
age of silver; by the attempt to open the way 
for insufficiently considered systems of state 
banks of issue through the repeal of the 1o per 
cent, tax on state bank circulation; and by the 
avowed purpose of a large class to secure the 
enactment of a Jaw authorizing the free and un- 
limited coinage of silver. 

Upborne by underlying monetary forces in 
the struggle for national unity, the people were 
carried far beyond their previous conceptions 
of currency and banking systems, by acts sub- 
stituting a uniform system of national banks of 
issue for widely differing state banking systems 
and by acts requiring the final payment of all 
obligations in gold coin, thereby guaranteeing 
to American laborers a gold dollar’s worth of 
the product of the labor of others, in any market 
of the world, in payment for every dollar’s worth 
of labor performed by themselves. Had these 
gains in monetary legislation been anchored in 
the Constitution, as were the political results of 
the war, all factors of doubt as to their stability 
would have been forever silenced, and our 
monetary system would to-day be without a peer 
among nations. Unfortunately, in this instance, 
as in all the past, political questions absorbed 
the entire attention of the people, and such 
monetary acts as were carried into effect were 
regarded as temporary expedients, useful for 
the time, but subject to change at some conve- 
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nient future day. No attempt was then mad 
nor has there ever been an attempt made, t 
bring to the people a correct knowledge « 
the requirements of a sound currency and bank 
ing system. Asaresultof this failure, larg: 
numbers of men, guided by sentiment, self 
interest, prejudice, or a desire for politica 
power, are seeking to overthrow the most com 
mendable the value 
which they are unable to understand, and in the 
administration of which they have reluctantly 


acquiesced, 


monetary measures, 


Every act of retrogression since 
1875 has been a compromise with the demands 
of the dishonest, of the misinformed, 
uninformed. 


or of the 
These successive backward stcps 
demonstrate the fact that no compromise wit! 
corruption or error, can be final or enduring 
These successive backward steps have carried 
the monetary affairs of this country as far in 
the wrong direction, as they can go without 
creating a disaster so far-reaching and wide 
spread that it may for a time destroy the credit 
of the government and of the people. These 
successive backward steps have brought our 
monetary affairs to a condition that will admit 
The 


systems of 


ot no further compromise. line between 


sound and unsound currency 


and banking must now be deliberately drawn, 
and the 


to a finish. 


struggle for supremacy carried 
The enactment of the silver pur- 
chase repeal bill is the first victory for sound 
money since 1875. It has a double value; first, 
in what it will accomplish by virtue of its own 
merit, and, secondly, because it gives notice to 
the world that a turning point has been reached, 
and that, from that act forward, all changes in 
our monetary system will be in the right direc- 


tion. 


WHAT THE CURRENCY AND BANKING SYSTEM OF THE 
FUTURE MUST BE, 


The lesson that should have been taught to 
those crying out for more currency in the years 
1873 to 1893, must now be taught to the people 
in all sections of the country. It is this: An 
intelligent use of the resources possessed by any 
community, in strict accord with the require- 
ments of a sound currency and banking system, 
will supply all the currency that can be required 
for effecting the legitimate exchanges of indus- 
try and commerce. I wish to state this fact 
clearly: There is no sound economic reason why 
there shou!d not be in every village, town and 
county in the country, one or more banks o! 
issue, the notes of which shall always be good 
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at par in gold values, and in sufficient supply 
promptly to effect all legitimate exchanges of 
the products of labor desired by the people, and 
this without the use of one dollar of, to them, 
foreign capital. The people must be taught 
that their prosperity is dependent upon the in- 
telligent use.of the resources and opportunities 
that are their own, not upon the action of their 
goveinment. They must be shown that they 
can so use their own resources as to secure all 
the monetary relief for which they have ever 
asked, and more, without the purchase of an- 
other ounce of silver or the issuing of another 
note by the government. Self-help is the coun- 
tersign of economic freedom. When the people 
tind from experience that by the unqualified 
adoption of sound money measures they induce 
the incoming of an era of solid prosperity, a de- 
cisive sound money victory will be won. 

The entire currency and banking legislation 
of this country, from the organization of the 
national government to the present day, is but 
one continuous series of expedients or make- 
shifts, without a single attempt to formulate 
and enact a sound and comprehensive system in 
itself automatically adjustible to the varying 
needs of all sections of the country at all seasons 
of the year. This necessary result has been 
caused by conditions that no longer exist. For 
the first time in our history all other questions 
of public policy have become of minor import- 
ance, or have been forced into abeyance, giving 
to the currency and banking question a clear 
field, and, imposing upon those whc now have 
to do with the shaping of public affairs, the su- 
preme opportunity and vital duty of dealing 
with it upon its merits free from complications 
with other issues. If they prove themselves 
as competent and as patriotic to formulate meas- 
ures for establishing a sound system of Amer- 
ican currency and banking, as the men who 
signed the Declaration of Independence and 
adopted the Constitution of the United States 
proved their ability and patriotism in formulat- 
ing measures for establishing an American po- 
litical system based on sound principles of 
government, the people of to-day and their suc- 
cessors through many generations will have 
cause to do them equai honor. 

The demand of the hour is for the absolute 
separation between the functions of government 
and the business of issuing currency. That this 
may be completely and properly done no change 
in existing currency conditions should be made 
until a well considered plan has been devised 
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and adopted whereby this vital requirement can 
be satisfied with certainty and without creating 
financial disturbance. That this can be done is 
not a debatable question with the intelligent. 


THE DEMAND FOR MORE CURRENCY, 

So long as the energies of men are devoted to 
the accumulation of property there will be a 
demand for more currency. From those whose 
economic condition is such that the margin be- 
tween comfort and distress is so narrow that it 
is expressed by a few dollars, the demand is 
most intelligible, but unintelligently made. 
From those whose economic condition is such 
that the margin between comfort and distress 
is so broad that it is expressed by hundreds of 
thousands, or millions of dollars, the demand is 
least intelligible but intelligently made. The 
many who have no government bonds are 
starving for currency. The few who own gov- 
ernment bonds are surfeited with currency. 
This is the tragic effect of the present national 
banking system. And now this system is tak- 
ing the life ot the government as well as that of 
the laboring masses. 

The damage done by the financial failure of 
an individual, corporation or government is in 
proportion to the number of persons affected by 
it. The failure of the United States govern- 
meat to promptly pay every obligation in gold 
on demand will cause distress for every per- 
son whose margin between comfort and dis- 
tress is expressed by afew dollars, butthose who 
have the bonds or the currency for which they 
can demand the gold can be made to suffer 
only in a comparative degree. They cannot be 
made to feel either hunger orcold. The credit 
of the government must be maintained. While 
the United States Treasury is in the banking 
business, its failure to protect its notes would 
weaken every bank of issue. In a mad effort 
to protect themselves, all banks would be 
compelled to hoard currency. This would 
withdraw currency from circulation and starve 
every industry inthe country. The fear that 
the United States Treasury would be compelled 
to suspend gold payments caused the panic of 
1893. The currency famine of that year was 
the result of the fear of suspension of gold pay- 
ments. Does any person wish the country to 
suffer from an actual suspension of gold pay- 
ments ? 

The people have not yet learned the lesson 
taught by the panic of 1893 because they have 
not rightly interpreted its cause and meaning. 
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They are now entering upon a course of pro- 
cedure which, if not promptly arrested, will 
bring a renewal of the experiences of 1893. 
Why this effort to strengthen the gold reserve 
if there is no fear of a suspension of gold pay- 
ments? One factor of weakness has been re- 
moved, the continuous purchase of silver bul- 
lion with treasury notes practically payable in 
gold. But confidence in the stability of the 
currency having once been seriously impaired 
cannot be regained without substantial reasons. 

The old story is repeating itself. If it is per- 
fectly certain that a man can pay his note at 
maturity, he can renew it as manytimes as he 
likes, but let a doubt exist as to his ability to 
pay, and payment is demanded of him at the 
first opportunity, and a proposal to renew is re- 
garded as a confession of bankruptcy. From 
the resumption of gold payments until 1892, no 
doubt of the ability of the United States Treas- 
ury to maintain gold payments had a place in 
public opinion. During that period there was 
no considerable demand for the redemption of 
treasury notes, When the demand for gold for 
export was heavy, it was furnished by the 
banks, or from gold on deposit with the United 
States Treasury, and the gold reserve of the 
government was little drawn upon. During 
the last two years nearly all of the gold re- 
quired for the export has been taken from the 
gold reserve of the government. While the 
government has been, and still is compelled to 
pay out its gold, ithas no means of obtaining 
gold with which te protect its credit. From 
October 1, 1891, to September 30, 1894, the 
Treasury redeemed: 


United States Notes.............. 
Treasury Notes of 1890........... 


$144,751,150 
68,543,138 








Total Gold taken from Treasury. $213,294,288 


During this period the total export of gold 
was $248,200,429, showing that but $34,906,141 
of exported gold was furnished by banks. For 
36 months the average loss of gold taken from 
the reserve by the redemption of paper cur- 
rency was nearly $6,000,000 per month, With 
a present gold reserve of but little over $60,- 
000,000, and no means of procuring more gold, 
the time has at last arrived, clearly seen by 
close observers since the mistake of 1879, when 
the financial and currency policy of this country 
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must 
cease. 


be changed or gold payments must 
This condition is the direct result of 
demand for more currency unintelligently made 
and unintelligently answered. 

The present condition of the currency, Ocr- 
ober 31, 1894, is: 


United States Notes......... --.  $346,681,01 
Treasury Notes 1890........... 151,140,568 
National Bank Notes........... 207,260,795 


Gold Certificates......... 


or 64,308,349 
337,712,504 
54,325 ,00¢ 





Total Paper Currency $1,161,428,232 


The issue of this currency by the govera- 
ment makes it liable to pay on demand: 


United States Notes.............. $346,681,018 
Treasury Notes of 1890........... 151,140,508 
Silver Certificates.............. . 337,712,504 


A total for these 3 items of...... $835,534,038 
To this must be added the gold liabilities for 
interest payments, the payment of current de- 
mands requiring remittances to foreign coua- 
tries, and the maintaining of parity between 
gold and silver coin. There is but one way in 
which parity can be maintained between gold 
and silver coin, and that is by the prompt ex- 
change of one for the other as of equal value, 
Declarations in political platforms or legis- 
lative resolutions will not maintain parity 
one moment unless an exchange of the coin 
of one metal can be made at the option of 
the holder for the coin of the other meta 
Parity does not exist in a sentiment, nor 
in patriotic ardor, but in the concrete fact of 
exchange at equal value, on demand. To 
meet these enormous gold obligations, the 
government gold reserve is but a little over 
$60,000,000. With these facts before the finan- 
cial world, is it not plain that intelligent and 
decisive action must be taken or we shall have 
to pass through a season of natio al bankruptcy 
and currency famine, much more drastic and 
destructive in its results than any financial de- 
pression from which this country has yet suf- 
fered? This is the result of unintelligent ar- 
tempts to appease an unintelligent demand for 


more currency. 





BIOGRAPHICAL. 


J. HOOD WRIGHT. 


J. Hood Wright, the well-known banker and 
member of the firm of Drexel, Morgan & Co., 
New York, died suddenly 


along the coast on’a yacht which he had char- 
tered, 


of apoplexy at 6 Mr. Wright was born November 2nd, 1836, in 


o clock on the evening of November 12th, while 
on his way home from the banking-house. Mr. 
Wright had been suffering from ill-health for 


nearly a year before his death. He had an at- 
tack of the grip last January from which he 
never fully recovered. From January to Oct- 
ober he was absent from business, and spent 
the summer months with his family, in cruising 


He was ed- 
ucated in the public schools of his native city 
and brought up in the dry-goods business. 

In July, 1858, he entered the banking-house 
of Drexel & Co., in Philadelphia as a clerk. 
Working his way up, he became a partner on 
January 1, 1865. 

Early in 1875, he removed permanently to New 


Philadelphia, of Scotch parentage. 
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New York house, so widely known bythe name 
of Drexel, Morgan & Co. 

In 1881, he married the widow of Mr. John 
Norris Robinson, a former partner of the Phila- 
delphia and New York firms. He was an affec- 
tionate husband and enjoyed a very happy 
married life. 

He leaves no children of his own, but his 
widow, four step-children and a sister survive 
him. 

His large estate is to be distributed after the 
death of the widow and sister. 

Mr. Wright was a director in a number of im- 
portant corporations including the New York 
4suarantee & Indemnity Co., the Chicago, Mil- 
waukee and St. Paul Railroad Co., the Interior 
Conduit and Insulation Co. and the Edison 
Electric Illuminating Co. He was an active 
trustee in the institution for the Deaf and Dumb, 
located on Washington Heights, and a liberal 
patron of the Washington Heights Free Library 
for which he made special provision in his will, 
when the estate is finally distributed. 

The work of benevolence to which he gave 
his most constant attention, was the Manhattan 
Dispensary and Hospital located at 131st street 
and Amsterdam Avenue, of which he was presi- 
dent. This institution will receive a large part of 
the residuary estate in its fina] disposition. 

In manner, Mr. Wright was reserved and did 
little talking. His ability and high character 
were recognized, and his friendship greatly 
prized. A personal friend speaking of him said: 
**He was a man of great business ability, of un- 
impeachable integrity, a friend to whom you 
could cling with unwavering faith, a man of 
unlimited generosity and one whose gifts of 
benevolence and charity were unstinted 
could not be unknown.” 

Much could be written as to the characteris- 
tics of Mr. Wright, but the judgment of his im- 
mediate associates deliberately expressed must 
be held more satisfactory than general state- 
ments, hence we extract from a series of reso- 
lutions adopted by one of the companies with 
which he was identified, wherein is recorded 
the estimate endorsed by those who knew him 
as a man, a business man and asa friend. | 

‘* That this Board mourns the loss ot a mem- 
ber who, by the rectitude of his character, his 
kind and helpful disposition and the straight- 
forward frankness of his nature, had won our 
highest esteem and confidence as well as per- 
sonal friendship, and whose eminent ability, 


but 
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York, and became a resident partner of the 
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sagacity and foresightedness as a man of af- 
fairs, were of incalculable value toall associated 
with him,” 

He had recently rented the house at 613 Fifth 
Avenue and was just about to moveinto it. The 
home which he occupied at 174th St. and Kings- 
bridge Road, Fort Washington, is magnificent. 
The grounds consist of some fifteen acres, over- 
looking the Hudson, in that region of Washing- 
ton Heights famed for its colonial landmarks, 
and as being the abode of Washington and 
Hamilton. ‘The 
Folly.” Mr. Wright had expended considerable 
money in erecting extensive greenhcuses and in 
various embellishments and improvements, and 
had then remarked: ‘‘ Well, this is folly!” His 
family said: ‘*‘ We will call it ‘ The Foily,’” and 
thus it received its name. Mr. Wright was a 
good deal of a horseman, and frequently drove 
from his residence on Washington Heights to 
the city. 


The place is known as 


Mr. Wright was not a club man in the ordin- 
ary sense of the term, his inclinations being 
very domestic, but he was a member of the Met- 
Union League, New York Yacht, 
City and Riding Clubs, and of the Metropolitan 
Museum of Art. 


ropolitan, 
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DREXEL, MORGAN AND COMPANY. 


‘*Men may come, and men may go, but I go 
on forever.” And so it is with the business of 
a great banking house, despite changes in the 
personnel of itsmembers,by death and substitu- 
tion, Within eighteen months, the banking firm 
carrying on business as Drexel, Morgan & Co., 
in New York, and Drexel, & Ce. in Phila- 
delphia, has lost by death, twoof its members, 
Anthony J. Drexel of Philadelphia, in June,1893, 
and J. Hood Wright of New York in November 
of the present year. Owing to the death of 
the late Mr. Drexel, the present copartnership 
will expire according to its terms, at the end of 
the year. On January 1, 1895, a new copart- 
nership will be formed by all the surviving part- 
ners, which will carry on business in New York 
under the firm name of J. P. Morgan & Co., 
and in Philadelphia under the firm name of 
Drexe: & Co. Of this firm, Mr. Robert Bacon, 
now of the firm of E. Rollins Morse and Brother, 
of Boston, will also be a member. The organi- 
zation of the new firm will be such as to involve 
no change in the character or scope of the busi- 
ness heretofore transacted by the old firm. The 
name of the firm in Paris after January Ist will 
be Morgan, Harjes & Co. instead of Drexel, 
Harjes & Co. as at present. The London firm 
of J. S. Morgan & Co., is an entirely independ- 
ent one, and beyond the fact that Mr, J. Pier- 
pont Morgan is a partner in both, has no finan- 
cial connection with the American firm. 
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THE PERSONAL LIABILITY OF BANK DIRECTORS. 


The case of Robisnon v. Hall, decided 
in October by the United States Circuit 
Court of Appeals on an appeal from 
the eastern district of North Carolina, 
presents an important discussion of the 
question of the personal liability of di- 
rectors of a national bank for neglect in 
the institution. 


management of the 


Under the alleged facts of the case, 
which coming before the court on de- 
murrer are assumed to be true, the di- 
National Bank of 
Wilmington, N. C. are held personally 
liable for the bank 


caused by their negligence. The court 


rectors of tne First 


certain losses to 
enters into an analysis of the decision 
of the United 
States in Briggs v. Spaulding, wherein a 


supreme court of the 


bare majority absolved the directors, 
and the points of distinction made be- 
tween that case and the present, as well 
as the principles of duty and liability 
announced by the court as governing 
its decision, should be carefully noted 
by all business men who fill positions of 
trust as directors of banking institu- 
tions. 

facts which 


The principal alleged 


constitute a sad commentary on the 


way modern banking operations are 
sometimes conducted, and upon which 
the decision of personal liability is 
made, are the following: 

The bank was organized and went 
into business in 1866, and continued in 
operation until November 24, 1891, when 
itsuspended. Up to the time of sus- 
pensiog it was in good credit, and be- 
lieved to be safe and solvent by its cred- 
held 
out to the public to be by the defend- 


ants, although the contrary was known 


itors and stockholders. It was so 


to all of them for more than two months 
before its suspension, This insolvency 
was carefully concealed from all credit- 
ors of the bank except such as the de- 
fendants, from interest or favoritism, 
For some time be- 
of the old and 


valuable customers of the bank, who 


desired to protect. 
fore the failure most 
habitually had considerable amounts on 
deposit, were left in ignorance of the 
bank’s condition, while the defendants 
themselves, who were engaged in large 
commercial operations, were carefully 
reducing the balances to their credit to 
protect themselves from loss. How suc- 
cessful they were in this action will ap- 
pear in the sequel. 

Defendant Worth, through a firm of 
which he was head, and whose balance 
had been more than $12,000 a year be- 
fore, had reduced the balance to $1, 324. 
Defendant Sprunt, although engaged in 
extensive operations which required the 
use of heavy sums of money and a large 
the 
bank on the day of the failure, but had 
overchecked tothe amount of $327. De- 


bank deposit, had no balance in 


fendant Smith, who, through a firm of 
which he was head, had had large deal- 
ings with the bank, indicated by a de- 
posit of $33,569, twelve months before 
the failure, had reduced the balance to 
$665 on the day of thateévent. Defend- 
ant Chadbourn did not keep an account 
with this bank, and had no funds to his 
Defendant Hall, 
who was president of the bank, and was 


credit at its failure. 


the head of a mercantile firm which had 
had on deposit a year before as large a 
sum as $14,700, had no balance in bank 
to the credit of the firm on the day of 
the bank’s failure, and its account was 
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overdrawn for more than $150. The 
bill alleges that the assessment of 100 
per cent. required by law to be made 
upon the shares of the stockholders on 
the failure of a national bank, together 
with its assets, will not meet the liabili- 
ties of the bank, and that a heavy loss 
will fall upon the depositors and credit- 
ors. Detendant Hail, the president of 
the bank, was paid a salary deemed ad- 
e€yuate to compensate him for a close, 
watchful, and faithful superintendence 
of the affairs of the bank, a fact which 
constituted him trustee, with compen- 
sation, as well as director. 

The defendants, each and all, in dis- 
regard of their official duties and trust, 
permitted the affairs of the bank to be 
conducted mainly by its cashier, Bow- 
den, leaving all the moneys of the bank 
under his control, and its employes un- 
der 
cash, special deposits, and all other per- 


his direction. The bonds, stocks, 
sonal property of the bank were left as 
much under the control of this cashier 
Bowden, as if they had been his private 
property; yet no bond was required of 
him for the faithful performance of his 
duties, either by the president, Hall, or 
His bond 
should have been in the penal sum of 


by the defendant directors. 


not less than $15,000. This cashier, Bow- 
den, was largely indebted to the bank, 
though he was not possessed of any con- 
siderable property, His paper had been 
carried by the bank for years, and his 
indebtedness to it had been increased 
from year to year; all of which had been 
known to the defendants, who had not 
required from him a bond at any time. 
In truth this cashier, Bowden, was a 
hopeless insolvent, and immediately 
upon the suspension of the bank fled the 
country, and became and 
fugitive from justice, and no judgment 


which could be recovered against him 


remains a 
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would be of any value, The amount of 
the moneys which this cashier, Bowden, 
took from the bank, and fraudulently 
converted to his own use, was $9,783. 
He was cashier from 28th January, 1887, 
to November 24, five 
years. 

The bill gives in detail the methods 
by which the cashier defrauded the 
bank of several sums of money which 


1891,—nearly 


were parts of the aggregate default 
above stated; the fraudulent transac- 
tions beginning in February, 1888, and 
extending through 1889, 1890 and 189), 
One of these transactions is described: 
He took from the bank and applied to 
the 


scheme in the following manner: Smith 


his own use, $1,312.79, effecting 


& Gilchrist being the firm of which de- 
fendant Smith was the head, Bowden 
received this firm’s check on the bank 
for $15,719.79, and charged its account 
He the check, with 
the understanding that it should be ap 


with it, received 
plied to the payment of a judgment 
held by the bank against a manufactur- 
ing corporation for $14,000, and the re- 
maining sum of $1,312.79 was to pay an 
overdraft of the company for the latter 
amount, Instead of applying the whole 
amount of Smith & Gilchrist’s check to 
the credit of the manufacturing com- 
pany, Bowden applied only $14,000 to 
the payment of the judgment against 
that company, drew out of bank the 
the check, 
left 


the company still overchecked to the 


amount remaining due on 
applied this to his own use, and 
amount he had appropriated to aimself, 
to wit, $1,312.79. This was in May, 
1891, six months before the failure of 
the bank. The defendant directors had 


in their official possession a mortgage, 
executed by one Mitchell, a debtor of 
the bank, which had not been recorded 
at the time otf its failure on the 24th 
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Novempbei, 1891. The mortgage was 
given by Mitchell to secure a debt he 
owed the bank, with an understanding 
with defendants that it should not be 
registered so long as the interest on the 
debt should be paid as it accrued, and 
as nothing extraordinary should occur 
to make its registration necessary for 
the protection of the bank. This mort- 
gage was never registered by the defen- 
dants, even after the failure, and Mit- 
chell made away with the property it 
covered by putting a second mortgage 
on it, and his debt to the bank was lost. 
So, also, the defendants had in posses- 
sion on the day of the bank’s suspension 
a chattel mortgage which had _ been 
given by acertain firm of Northrops as 
security for a large indebtedness to the 
bank, pledging property to the value of 
The 
registering this chattel mortgage on or 
the 


$15,000. defendants, instead of 


after the day of bank’s failure, 


omitted and neglected to do so, and 
left the Morthrops in full possession of 
the property covered by it, who did sell 
and dispose of the property to such an 
extent that the receiver was not able to 
realize from the security more than the 
bank 


from the failure of defendants to regis- 


sum of $6,000; the loss of the 


ter being $9,000. The defendants were 
guilty of similar negligence in regard to 
. mortgage held by them of one Boat- 
wright, executed to secure a debt orig- 
nally of $1,000 due to the bank, but 
The 
this mort 


which had been reduced to $600. 
lefendants failed to record 
gage 


hereby enabled Boatwright to dispose 


when the bank suspended, and 
of property covered by it to purchasers 
for value to such an extent that the bank 
realized only $300 from the debt, and 
lost the rest. Not only did the defend- 
ants fail themselves to record the Mit- 


chell, Northrop and Boatwright mort- 
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gages at or after the failure of the bank, 
but defendant Hall, who was its presi- 
dent, advised the examiner who first 
took charge of its affairs under the or- 
ders of the comptroller of the currency, 
that it was unnecessary to do so, and 
thereby caused such delay in the regis- 
tration that heavy losses resulted to the 
assets of the bank, 

Although this bank, in respect to the 
amount of its capital stock, was prohib- 
ited by law from lending more than $25,- 
000 to any one individual or firm, yet 
these defendants, contrary to law, did 
lend of the funds of bank to the 
Northrops, who have been mentioned, 


to the amount of $45,000, and to one 
Kerchner an 


the 


amount of not less than 


$40,000. from which excess of loans the 
bank sustained heavy losses in conse- 
quence of the insolvency of these debt- 


ors, and the insufficiency of the securi- 


ties beld for their indebtedness, these 


losses being not less than $40,000 The 


defendants, in pursuance of their duty, 


of which they were fully aware, did 
exact bonds of two of the officers of the 
bank who had custody of and access to 
its funds, and whose names were Bur- 
russ and Ford; but failed and neglected 
to perform this recognized duty in re- 
the cashier, Bowden, from 
whom they required and obtained no 
bond during his service of 
nearly five years. The bank was de- 


clared to be insolvent, and was put into 


spect to 


whatever 


the hands of an examiner by the comp- 
troller of the currency, on the 26th of 
November, 1891, the 25th having been 
Thanksgiving Day, and dies non, and 
the suspension having occurred on the 
24th. 

These being the facts alleged, the 
question before the court was whether 
the president and directors of this bank 
were liable, and should be held respon- 
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sible, for the losses sustained by the 
bank through their negligence in the 
particulars set out. 

The opinion is written by Judge 
Hughes, who discusses the question as 
follows: Counsel for the defendants 
rely, in their contention that the direct- 
bank 


from blame and exempted from liability 


ors of the should be exonerated 
chiefly on the decision of the supreme 
court of the United Statesin the case of 
Staulding, 141 U. S. 132-174, 


That decision is a valuable contribution 


Briggs v. 


to the law of the perplexing question, 
how far, in what cases, and under what 
of 


liable for losses 


circumstances’ directors national 
banks 


sustained by these banks as the result 


should be held 


These 
They 


are under no compulsion to give regular 


of neglect of duty on their part. 
officers receive no compensation. 


attendance to directors’ meetings, and 
to their official duties. They are chosen 


for their character 


exceptional and 


standing in the community, and for 
their supposed knowledge of its busi- 
ness, and of the pecuniary responsibil- 
ity of those who borrow from the bank. 
The most valuable directors are those 
who are indifferent to any advantage or 
prestige which the position may give 
them, and who serve the bank from mo- 
tives which could not be compensated 
by The courts, 


money. therefore, in 


dealing with instances of gross and 
glaring negligence on the part of di- 
rectors of banks, are under perplexing 
restraint lest they should, by severity in 
their rulings, make directorships repul- 
sive to the class of men whose services 
-are most needed; or, by laxity in deal- 
ing with glaring negligencies, render 
worthless the supervision of directors 
over national banks, and leave these in- 
stitutions a prey to dishonest executive 
officers. the case of 


The decision in 
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Briggs v. Spaulding is chiefly valuable a 
furnishing examples of directors whon 
the courts should not hold to accoun 
for neglect of duty. That case went in 
the court below beyond the demurrer, 
and was heard on the merits and on full 
proofs. It was one of the ailegations o 
the bill that the bank was entirely sol 
vent and in sound condition on the 
October, 1881. It 

1882. Other 


were as follows. 


3a 
14th 


case 


failed on the 


April, facts in the 
On the 1oth January, 
1882, a board of directors was elected, 
composed of Spaulding, Johnson, Fran 
cis Coit, Lee and Vought; Spaulding 


Lee 


and thereupon 


and Johnson, for the first time. 
was elected president, 


ceased to be cashier, an office he had 


held for many years, The cause of the 
bank’s suspension April 14th, was reck 
lessness of management by Lee while 
cashier, and after he became president. 


It was not contended that the defend- 


ants had ‘knowingly violated, or per- 


mitted to be violated, any of the pro- 
visions of the national banking act, or 
that they were guilty of any personal 
dishonesty in administering the affairs 
of the bank; but it was charged that 
they were lacking in diligence in the 
performance of duties enjoined upon 
them by the act. The suit was against 
Lee, Francis Coit, Spaulding, Johnson, 
Cushing, the executrix of Vought, and 
the administrators of Charles Coit. The 
last named had been president and di- 
rector for several years until his death, 
in December, 1881. Except this Charles 
Coit and Cushing, the men sued were 
those who had been elected directors on 
the 1oth January, 1882. Two of the de- 


fendants— Spaulding and Johnson— 
were elected then for the first time. The 
bank had lost its capital of $250,000 and 
also a surplus of $74,000, and had in- 


curred liabilities in excess of assets to 
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All this had 
occurred between October 3, 1881, and 
April 14, 1882, when the bank suspend- 


the amount of $535,000. 


ed; all directly through the wrongful 


conduct of Lee, and _ indirectly, as 
charged, through the negligence of the 
The bill was taken for 
fessed as to Lee and as to the executrix 


rf Vought. As to 


directors. con 


Cushing, it was 
proved that he had resigned as director 
and sold all his stock in the bank on the 
24th September, 1881, and was never a 
qualified director afterwards, or capable 
Charles Coit had 


tained leave of absence on the 3d Octo- 


of negligence. ob- 


ber, 1881, on account of illness, 

1881. 
Johnson was newly elected in January, 
1882; 


severe 


of whicn he died December 1 


’ 


very soon after which time his 


wife became severely ill, and he him- 
self, in consequence, fell into such men 
tal and physical infirmity as to be inca- 
pacitated for business. Spaulding was 


72 years uf age, had retired from busi- 


ness, was elected for the first time 


on the loth January, 1882, was wholly 
unacquainted with the business of the 
bank, 


elected, to give close attention to its 


and was not expected, when 


affairs. He had been author of the na- 


tional banking act as a member of con- 
gress, and was put on the board of this 
bank on account of his high character 
and wide popularity. In his answer he 
stated numerous circumstances tending 
to exonerate him from blame for inat- 
tention to the active duties of a director, 


He 


ind Johnson had been directors for the 


which need not be detailed here. 
period of only three months; and in re- 
gard to the mental and physical condi- 
tion of Johnson, and the age and other 
circumstances of Spaulding, it was a 
question whether they could be reason- 
familiarized 
themselves with the affairs of the bank 


ibly expected to have 
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within that time. As to Francis Coit, 
he had been elected to replace another 
director on May 20, 1881, when in very 
health, and unable to transact 


He 
Under the affliction of 


feeble 


any business, was re-elected in 
January, 1882. 
rheumatism, finding himself unable to 
give attention to his duties, he had sold 
the rith 


April, 1882, three days before its sus- 


all his stock in bank on the 


pension, in ignorance of its unsound 
condition. The supreme court decided 
that Cushing, the two Coits, Spaulding, 


Johnson could 


and not reasonably be 
held liable in their personal estates for 
the losses the bank sustained during 
their tenures of office as directors. It 
held that the degree of care to which 
that 


“which ordinarily prudent and diligent 


those directors were bound, was 


men would exercise under similar cir 
cumstances; and in determining (¢hazt, 
the restrictions of statute and the usages 
into ac- 


of business should be taken 


count. What may be negligence in one 
case may not be want of ordinary care 
in another, and the question of negli- 
gence is, therefore, ultimately a question 
nnder all the 
To 


decision of the supreme court exonera- 


of fact, to be determined 
circumstances” of each case. this 
ting Cushing, Coit’s estate, Spaulding, 
Johnson, and Francis Coit, there was 


The 


Brewer 


a strong and imposing dissent. 


justices were, Harlan, Gray, 
and Brown, whose objections are stated 
in an extended and very cogent opinion 
Such 


federal 


written by Mr. Justice Harlan. 


a dissent admonishes the 


courts which, in the course of duty, 
have to deal with this question, very 
strongly against exceeding the limits of 
leniency exhibited by the supreme court 
towards the directors with whom it 
dealt in the case of Briggs v. Spaulding. 


In the case at bar we have an essen- 
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tially different state of facts to consider. 
The frauds and irregularities which re- 
sulted in the ruin of the bank went on 
through a period of more than three 
years, during all of which time the de- 
fendant directors were in office. Many 
of these irregularities were not things 
of secret occurrence and sudden devel- 
opment. They were such as must have 
been known to the defendants, if they 
gave even the most casual attention to 
the affairs of the bank. The embezzle- 
ment of Bowden, the $45,000 loans to 
Northrops and to Kerchner, and the 
losses resulting, were facts that could 
not have eluded the most cursory atten- 
tion of the directors to their duties. In 
respect to their omission to register the 
mortgages, it is a mistake to suppose 
that the directors of nat‘onal banks cease 
to be such, and that their duty to the 
bank lapses, when an examiner is put in 
charge of its funds, properties and books 
by the comptroller of the currency. It 
is incumbent upon them to give atten- 
tion to these affairs even more specially 
after the examiner takes charge of them 
than before. In the case at bar it was 
duty to register the 
mortgages held by the bank from Mit- 
chell, Boatwright, and the Northrops. 
Their duty was the more special and 
urgent in respect to these securities in 
consequence of the fact that the man- 
agement of the affairs of the bank had 
been taken from its own executive offi- 


especially their 


cers and committed to a _ temporary 
officer appointed by the comptroller, 
who in all probability was unfamiliar 
with the registration laws of North Car- 
olina, They were still as much the ad- 
visers of the bank examiner as they had 
been of the cashier, notwithstanding 
they were not invested by law with the 
control over him, which they were em- 


powered to exercise over the cashier. It 
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was especially the duty of the defend- 
ant directors, acquainted as they were 
with the local laws of registration, to 
see to and make certain the prompt reg- 
istration of the three mortgages. Their 
duties as directors did not cease in 
these respects until after the appoini- 
ment of the receiver of this bank. 

In respect to the action of the defend- 
ants, or some of them, in checking out 
their deposits two months before the 
suspension, in full knowledge that such 
an event must occur, there could be no 
adjudica ion except after plenary proofs. 
That depositors generally are at liberty 
to check out the entire funds at their 
credit before suspension is clear; but 
even they, after suspension, are entitled 
only tosuch percentage of their deposits 
as the assets of the bank will liqui 
date. 

If directors are depositors, and know 
two months or more before suspension 
that that event is inevitable, and that 
the bank can only pay a percentage of 
its deposits, and yet check for the whole 
of their own balances, thereby dimin- 
ishing the percentage to which other 
creditors would be entitled, they cer- 
tainly defraud, to the extent of the dim- 
inution, whose interest 
they are relied upon to protect, and 
should be held to strict accountability. 
In the present stage of this case the in- 
cident is of importance only in showing 
that the defendant directors were not 
prevented by any special circumstances 
from giving close attention to the af- 
fairs of the bank when their own person- 
al interests were seriously involved, 


the creditors 


For the reasons given, the court re- 
verses the decree of the court below 
which sustained demurrers to the bill 
alleging the facts, and the case is sent 
back for proof of the allegations, pre- 
liminary to a decree on the merits. 
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BANKING LAW. 


Pais department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 


rectors. 


herein, will be furnished on application. 


SALE 


ON CREDIT WITH CONDITIONAL 


} The experiences they disclose are likewise worthy thecareful attention and study of the merchant 
the depositor, and the bank student seeking advancement. 


Furtherinformation regarding any case published 


RIGHT TO HASTEN 


MATURITY. 


AN OPINION OF VITAL IMPORTANCE TO THE COMMERCIAL WORLD CONSTRUING 


THE FOL- 


LOWING :—** This bill becomes due immediately when purchaser suspends payment, re- 


moves, or is closing out.” 


Lindsey v. Charles J. Flebbe and Louise Flebbe, Court of Appeals of Colorado, Octo- 
ber 22, 1894,* 


Bisset, P. J. On the 23rd day of 
December, 1892, Lindsey brought this 
suit against the defendants, Flebbe & 
Company, who were doing business as 
a co-partnership in the city of Denver. 
The principal question must be settled 
by a determination of the right of the 
olaintiff to bring suit when he did, for 
according to the terms of the original 
sale the credit had not then expired, 
unless there had been a breach of an- 
other condition annexed to the agree- 
ment. 

In the spring of 1892, and about the 
month of March, Lindsey’s agent sold 
the goods, to Flebbe & Company. As 
is usual in such cases, the salesman ex- 
hibited his samples, stated his pricesand 
the vendee selected the style, class and 
kinds of goods which he desired; the 
date of the shipment was fixed and the 
terms of sale generally specified. During 
this part of the transaction, the sales- 
man made a memorandum of the order, 
and subsequently on the order blank of 
the firm made out in triplicate a list of 
the goods. the prices specified, the date 
of shipment and the route by which 
they were tocome. One of these was 
kept by the salesman, the other was de- 
livered tothe purchaser and the third was 


*We are indebted to Messrs. Bicksler, McLean & 
Pershing, of Denver, Attorneys for the plaintiff in 
error, for early copy of this opinion. 


sent to the house, On this memoran- 
dum bill was this statement: ‘ This bill 
becomes due immediately when pur- 
chaser suspends payment, removes or is 
closing out,”” The terms specified on 
this memorandum bill as to payment 
were: “December tst—thirty days.”’ 
Manifestly, unless this credit was modi- 
fied by a breach of the condition first 
stated, and that condition was a part of 
the contract between the parties, the 
suit was prematurely brought and the 
defendants were entitled to judgment. 
Concerning the other terms of the sale 
nothing need be said since they are of 
no importance in the resolution of the 
controversy. To sustain his contention 
that this condition was a part of the or- 
iginal contract, and that Flebbe and 
company were bound by it, the plaintiff 
gave evidence supporting what has pre- 
viously been stated concerning the tran- 
saction, and also that Lindsey had for 
some time been doing business with 
Flebbe & Company. During this time, 
all goods which were sold to Flebbe & 
Company were sold to them under cir- 
cumstances like those which surrounded 
this transaction and were billed to them 
on order blanks of the same sort which 
contained the same condition. The 
transactions were six or eight in number. 
In addition to this fact, the plaintiff 
showed that the invoices which were 
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sent from the house when the goods 
were shipped were duplicates in form 
and substance of the original order 
blanks and contained precisely the same 
condition. It will be remembered that 
these goods were sold in March to be 
shipped in the ensuing months of Aug- 
ust and September. The goods were 
shipped. Afterwards, some question 
arose between the salesman and the 
firm concerning the non-delivery of part 
of the stuff which had been ordered. To 
settle the question whether there had 
been any failure to deliver or to invoice 
what was sold, the partics resorted to 
the order blank which was made out at 
the time of the sale in March, Flebbe 
& Company thus recognized the order 
blank as the contract entered into be- 
tween them and Lindsey. 

During the trial, in order to sustain 
his contention that there had been a 
breach of the condition by the suspension 
of payment by the firm of their commer- 
cial obligations, the plaintiff offered in 
evidence the records in several suits 
brought against Flebbe & Co. These 
records showed that the firm was sued 
upon several past-due promissory notes 
and upon overdue book accounts which 
were due at the time the present action 
was instituted, and which the firm failed 
to pay. These records were all excluded 
and the exclusion is assigned for error. 
The plaintiff likewise attempted to prove 
that previous to suing out his attach- 
ment, he called upon Flebbe & Company 
and demanded payment of his claim, 
and at that time found sundry other 
parties at the store seeking payment 
of their demands, who subsequently 
brought suit against the concern and at- 
tached the stock. These attachments 
were in the records which the plaintiff 
offered to produce. The testimony was 
excluded. On the conclusion of the 
plaintiff's case, the court directed the 
jury to find a verdict for the defendant 
and dismissed the attachment, and ren- 
dered judgment against the plaintiff for 
costs, On this judgment the plaintiff 
predicates error and has brought the 
case up here for review. 

The court erred on both of the princi- 
pal propositions which are the subject of 
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consideration. A binding contract infer 
partes can undoubtedly be made by the 
delivery of a memorandum expressing 
its terms if it be accepted by the other 
and acted on by both. It has been ad- 
judged in many well-considered cases, 
that the acceptance without objection of 
a memorandum which contains limita- 
tions, conditions and terms will establish 
the assent of the receiver to the terms 
expressed in the paper, unless in apt 
time and in some form he dissents trom 
the conditions. There are probably 
few cases in which this proposition has 
been resisted with more vigor than in 
those suits which have been based on 
bills of lading issued by common Car- 
riers, containing conditions limiting 
their common-law liability. It must 
be conceded that most of the decisions 
in this class of cases have upheld the 
limitation, and have bound the shipper 
when he has accepted the bill of lading, 
and made no objection to its terms. 
McMillan et al.v. M.S. & NL. RR. 
Co.. 16 Mich. 79; Grace v, Adams et al., 
100 Mass. 505; Boorman v. The American 
Lxpress Co., 2t Wis , 154; Dent et al. v. 
North American S. S Co., 49 N. Y. 390. 
In all these adjudications the courts 
have held that to act under such a bill 
when it has been received without 
jection is sufficient evidence of the ship- 
per’s assent to its conditions. In many 
of them the consignor was held liable, 
though the terms and conditions were 
never brought to his notice. This is 
the case with various other contracts 
which are familiar to the profession, and 
bills of sale, mortgages, deeds, and pol- 
icies of insurance are used as _ illustra- 
tions of various contracts which, after 
acceptance, bind the parties, however 
strongly they may testify that they were 
without knowledge of the contents. The 
law presumes, in the absence of fraud, 
that the party read it, or was otherwise 
informed of its contents, and there was 
therefore imposed upon him the duty to 
protest if he desired to escape the force 
of its conditions, When once the mem- 
orandum is proven to have been de- 
livered, the burden is cast on the re- 
ceiver to establish those facts which 
shall release him from the liability which 


ob- 
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the law otherwise casts upon him, The 
facts of the present case bring it square- 
ly within the purview of those decisions. 
The order blank containing this con- 
dition was delivered to the vendee; he 
held it without objection for months; he 
received an invoice from the house 
with the shipment of the goods in Aug- 
ust and September, which contained 
precisely the same condition, and to 
this he made no objection; the order 
was subsequently used by the salesman 
and the vendee for the purpose of as- 
certaining the terms and conditions of 
the sale, therepy strongly evidencing 
the fact that it was upon it that the 
vendees relied to ascertain what they 
had bought, and the terms upon which 
they had bought it. A stronger case of 
assent to a contract containing con- 
ditions has seldom been presented. We 
must, therefore, conclude that the con- 
ditions at the top of the paper were a 
part of the agreement under which the 
goods were sold, and that if the plaintiff 
either proved or offered evidence which 
tended to establish a breach of the con- 
dition, he was entitled to go to the jury 
upon the question of a breach, and that 
being established, to maintain his suit. 
The only remaining question is as to 
the breach of the condition, It is plain 
from the record that at the time of the 
institution of this suit, Flebbe & Com- 
pany had ceased to do tusiness, had 
failed to pay their maturing obligations, 
and were practically in the hands of the 
sheriff, and their commercial venture at 
anend. The only question is, whether 
the evidence which the plaintiff offered 
tended to showa suspension of payment 
within the proper dehnition of that term. 
What is a suspension of payment, has 
been a subject of much controversy in 
the courts; but in general it may be 
said that a person is insolvent and sus- 
pends payment when he is unable and 
fails to pay his debts in the due and 
ordinary course of his business. 
Buchanan v. Smith, 16 Wallace, 277; 
In re Wolf, 4 Sawyer, 168; Thompson v. 
Zhompson et al., 4 Cush. 127; Lee v. Xil- 
burn, 3 Gray, 594; Sterrett et al. v. 
Third National Bank of Buffalo, 53 N. Y. 
Sup Ct. Rep. 22; In re Thompson v. 


271 


McClallan, 3 Nat. Bank Reg., R., 184; 
In re Hercules Mutual Life Assurance So- 
ciety, 6 Nat. Bank Reg., R., 338; MMc- 
Lean etal. v. Brown, Weber & Co., 4 
Nat. Bank. Reg., R., 585. 

According to the cuurse of the decis- 
ions in the bankruptcy cases, Flebbe & 
Company committed an act of bank- 
ruptcy when they failed to pay the note 
due S. R. Amter, on the 18th of Decem- 
ber, 1892. Of course, under the Bank- 
ruptcy Act, there was a limitation that 
the failure to pay should continue for 
fourteen days where there was no ele- 
ment of fraud in the transaction. This 
limitation, however, is of no concern in 
the present question. When a mer- 
chant fails to pay his note when it is 
due, fails to pay his book accounts when 
they mature, and is sued on the claims 
and assents to the entry of judgment in 
the actions brought against him, he un- 
doubtedly furnishes incontrovertible 


evidence that he has suspended payment. 
In several suits brought against them, 
the firm admitted the debts, assented to 
the entry of judgment, and when the 


present action was brought, their store 
and stock were in the possession of the 
sheriff. If tnis does not constitute a 
suspension of payment, in the ordinary 
commercial acceptation of the term, it 
will be extremely difficult to state a case 
which would be brought within the 
usual definition of that word. We con- 
clude that the records which were 
offered were legitimate proof of the sus- 
pension of payment, and if the evidence 
was unexplained it would establish a 
breach of the condition expressed in the 
contract order under which the goods 
were sold. The evidence which the 
plaintiff offered of a demand for the set- 
tlement of his account, the presence of 
other parties seeking payment, and the 
custody of the store were matters which 
could be legitimately produced in sup- 
port of the plaintiff's contention that the 
firm had suspended payment. 

For the errors committed by the court 
in rejecting this testimony, and in di- 
recting a verdict for the plaintiff on the 
proof, the case must be reversed and re- 
manded, 

Reversed. 





THE BANKING LAW JOURNAL. 


CORPORATE STOCK. 


AGENT TO SELL, CANNOT PLEDGE—LIABILITY OF 


CORPORATION WHO TRANSFERS 


SHARES 


Read v. Cumberland Telegraph & 


wi clephone Co., 
March 8, 


Supreme Court of Tennessee, 
1894. 


1. A general agent, with power to sell certain steck. cannot pledge it for his own benefit. 
A corporation masing the transfer with knowledge of the facts may be compelled to restore the principal 


to his rights as stceckholder. 


Action by Martha M. Read against 
the Cumberland Telegraph & Telephone 
Company. Decree for complainant. 


Defendant appeals. Affirmed. 


McA.IsTER, J. This bill was filed in 
the chancery court of Davison county 
by Mrs. Martha M, Read, of Washing- 
ton, against the Cumberland Telegraph 
& Telephone Company, to compel the 
company to issue to complainant forty 
shares of its capital stock. The com. 
plainant was originally the owner of 
forty shares of stock, of the par value of 
$too per share. It is alleged in the bill 
that her certificate of stock was in the 
keeping of one Adolph Dahlgreen, who 
on May 1, 1891, undertook to assign the 
same to Thomas S. Marr by signing 
complainant’s name to a transfer there- 
of, as her agent and attorney, and that 
defendant corporation undertook to 
transfer this stock on its books to said 
Thomas S. Marr. Complainant further 
alleges that Dahlgreen was not author- 
ized by her to make this sa’e and trans- 
fer. She alleges that the attempted 
transfer was without her knowledge or 
consent, and assoon asit became known 
to her she notified defendant corpora- 
tion that the act of said Dahlgreen was 
unauthorized, and disaffirmed it. Com- 
plainant prayed that defendant issue a 
certificate to her, as evidence of her 
rights as a shareholder in said corpora- 
tion, and that she have a decree for the 
accrued dividends on said stock since 
May 1, 1891, The defendant answered, 
and, among other things, averred that 
complainant was well acquainted with 


all the facts at the time; that she knew 
that said Danlgreen had transferred and 
indorsed said certificate; that she had 
authorized it to be done, and, with full 
knowledge thereof, ratified and affirmed 
the same; that with full knowledge of 
all the facts, as above stated, the com 
plainant had had a final settlement with 
her agent, Mr. Dahlgreen, and ratified 
and affirmed what he had done. It de- 
nies the transfer, when made by Mr, 
Dahlgreen, was made without the know- 
ledge or consent of complainant, and 
avers the fact to be that Mr. Dahlgreen 
was her agent and attorney, and clothed 
by her with full power and authority to 
transfer and assign the same, and to 
collect all dividends declared thereon. 
It denies that complainant has never 
parted with her stock, and avers that 
she sold and assigned the same to Thos. 
S. Marr. It denies that the stock has 
continued to be hers since the sale and 
transfer thereof to said Marr, and de- 
nies that she is entitled to any dividerds 
since said sale thereof to him. It de- 
nies that it owes complainant anything 
whatever, and avers that it has paid all 
dividends declared on said stock to the 
rightful owners and holders thereof. It 
avers that she is estopped to deny the 
authority of her agent, Dahlgreen, to 
transfer and assign said stock, by reason 
of her own conduct in clothing him with 
full authority to act for her as her gen- 
eral agent and attorney in fact, and in 
making a settlement with him with 
knowledge of these facts. 

The chancellor rendered a decree in 
favor of complainant on October 31, 
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1893. He decreed as follows: ‘* That 
complainant be restored to all her rights 
as a stockholder in defendant corpora- 
tion, and that defendant corporation 
hereafter recognize her as such stock- 
holder, and that it issue to her a proper 
stock certificate, showing her ownership 
of said stock, and that it pay over to 
her all dividends declared thereon after 
May 1, 1891, which have not heretofore 
been paid complainant. It is further 
ordered that defendant pay the costs of 
this cause, for which let execution 
issue.” 

Defendant appealed, and has assigned 
the following errors: (1) The evidence 
shows that the certificate of stock issued 
to complainant was sold and transferred 
to Thomas S, Marr, in her name, by A, 
Dahigreen, as her agent and attorney, 
and that Mr. Dahlgreen had authority 
from her to make the said sale and to 
transfer the said stock. (2) The evi- 


dence shows that complainant consti- 
tuted Mr. A. Dahlgreen her general 
agent and attorney to transact all busi- 
ness at Nashville, Tenn , for her in her 


room and stead; and their general 
course of dealing was such as to warrant 
the defendant in dealing with Mr. Dahl- 
green as her general agent, with power 
to act for her in as full a manner, with 
respect to all matters at Nashville, as 
she could act in person. (3) The court 
erred in sustaining the exception made 
by the complainant to the answer of A. 
Dahligreen to the sixteenth interroga- 
tory propounded to him, and in exclud- 
ing his said answer, or any part thereof, 
made tosuch interrogatory, because the 
answer of the said witness to the said 
interrogatory propounded to him, and 
his whole answer thereto, is responsive 
to the question, relevant to the issues, 
and competent evidence. (4) The evi- 
dence shows that complainant ratified 
and approved the sale and transfer of 
the said stock sold and transferred by 
Mr. Dahlgreen, and that she ratified the 
said sale and transfer after thesame had 
been made by said Dahlgreen, and with 
knowledge of all the facts with respect 
thereto. (5) The evidence shows that 
complainant has estopped herself, by 
her own conduct, from denying the au- 
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thority of Mr. Dahlgreen to sell and 
transfer said stock in her name, as her 
agent and attorney. (6) The evidence 
shows that complainant authorized the 
sale and transfer of said stock to be 
made by Mr. Dahlgreen as her agent 
and attorney, and that she directed and 
authorized him to invest the proceeds 
thereof in real estate in Chicago, Ill., 
which was done by him, and the land 
deeded to her, bought with the proceeds 
of the sale of said stock. 

It is important to understand at the 
outset what the transaction between 
these parties really was. It appears 
that the stock in controversy was orig- 
inally purchased by Adolph Dahlgreen 
for Mrs. Read, and with funds belong- 
ing toher, The certificate of stock was 
kept by Dahlgreen for some months, 
when he sent it to Mrs. Read. Mrs. 
Read then retained possession of the 
stock for several years, when she re- 
turned it to Dahlgreen, for the purpose, 
as stated by her, ‘Sin case there came a 
suitable time, I wanted it sold, but never 
told him to dothat. Dahlgreen kept it 
until May 1, 1891, when he pledged it to 
Thomas S. Marr as collateral to secure 
an individual loan of $1,200. The cer- 
tificate was indorsed to Thomas S. Marr, 
in the name of *‘Mrs. M. M. Read, by 
A. Dahlgreen, Agent and Attorney.” 
Marr immediately sent this certificate to 
the telephone office, to be transferred to 
him on the books of the company; but 
his agent was informed by Mr. Caldwell, 
the president, that the stock could not 
be transferred without a power of at- 
torney from Mrs. Read. It appears, 
however, that at this time Dahlgreen 
was in Chicago, and was represented in 
Nashville by Lindsley. Mr, Lindsley 
had negotiated the loan from Thomas 
S. Marr for Dahlgreen, upon the hypo- 
thecation of the telephone stock. When, 
therefore, Caldwell, the president of the 
telephone company, refused to transfer 
the stock, Mr. Lindsley was requested 
to see him on the subject. Mr. Lindsley 
asked Mr. Caldwell what was the matter 
with the stock, and Mr. Caldwell told 
him he could not transfer the stock 
without the power of attorney. After 
some conversation, Lindsley told Cald- 
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well that stock had been transferred on 
previous occasions, and that Mr. Dahl- 
green’s power of attorney had been 
given to the company, and that the com- 
pany had it on file. Mr, Caldwell said 
they knew nothing about it. Mr, 
Lindsley remarked, ‘* Well, you have it, 
and I say to you it will be all right to 
make the transfer.’’ Then Mr, Caidwell 
said, ‘If you say it is all right, I will 
make the transfer.’’ It was then trans- 
ferred to Thomas S. Marr on the books 
of the company. It appears that default 
was made by Dahlgreen in the payment 
of the loan from Marr, and the stock 
was sold for the satisfaction of Marr’s 
debt. There was a small surplus from 
the sale after satisfying the debt, which 
was paid over to Dahigreen. 

It is insisted on behalf of the tele- 
phone company that Dahlgreen was the 
general agent of Mrs. Read at Nash- 
ville: that he was authorized to act for 
her in as full and complete a manner as 
she could have acted in person; and, in 
addition to his general authority as 
agent, that Dahlgreen was specifically 
directed to sell the stock involved in 
this controversy. The authority of a 
general agent is measured by the usual 
scope and character of the business he 
is empowered to transact; and for any 
act done by him which is natural and 
customary, inthe management of such 
business, the principal is bound. If it 
be conceded that Dahlgreen was consti- 
tuted a general agent for Mrs. Read, to 
transact her business in Nashville, and, 
moreover, was specifically empowered to 
sell this telephone stock, would such au- 
thority carry with it the right of the 
agent to hypothecate the stock for the 
security of his individual indebtedness? 
An agent to sell goods, though being 
the apparent owner by reason of having 
possession by permission of the princi- 
pal, cannot pledge them for his own 
debt. Jones, Pledges, § 327. An au- 
thority to sell or transfer stock for a 
principal does not authorize the agent 
to transfer it by way of security for his 
own private debt, for it is not an ordi- 
nary exercise of such authority. Story, 
Ag. 78. An agent authorized to manage 
and carry on his principal’s business has 
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no implied authority to pledge or mort- 
gage. Mech., Ag. ; di/len v. Bank, 120 U.S. 
20,7 Sup Ct. 460. It is admitted by 
counsel for defendant that an agent who 
is authorized to sell would not possess 
the implied authority to pledge the 
stock, so as to give to pledgeea right to 
hold it, as against the principal. But it 
is insisted that no sucn question arises 
in this case; that this is not a contro- 
versy between the pledgee of the stock 
and the principal; that the stock was 
not pledged at the time this suit was 
brought. It is admitted that Dahlgreen 
did pledge it, but he afterwards ordered 
it sold in satisfaction of the p!edge, The 
argument is that the fact that it had 
once been pledged cannot affect the 
legal question, and the case is to be 
treated now as though the stock had 
been sold in the first instance, and 
transferred upon the books of the com- 
pany. Wecannot concur in this view 
of the case. So far as the record dis- 
closes, this stock was never transferred 
but once, and then to Thomas S Marr, 
the pledgee, with whom it had been de- 
posited as collateral security for a loan 
to Dahlgreen. The fact that the pledgee 
afterwards sold the stock for the satis- 
faction of the debt, although sold with 
the consent and by direction of Dahl 

green, cannot bring such sale within the 
scope of Dahlgreen’s agency. Weare 
dealing now with the transfer of com 

plainant’s stock by the defendant com- 
pany to Thomas §S, Marr, the pledgee of 
Mrs. Read's agent, The case, therefore, 
must turn upon the authority of Mrs. 
Read’s agent to pledge this stock, and 
his authority to direct a transfer of the 
stock on the books of the telephone 
company to Thomas S. Marr, his 
pledgee. In Cook on Stock, Stock- 
holders and Corporation Law (section 
398) the rule is stated that its own safety 
requires that a corporation be satisfied 
of the right of a person proposing to 
make a transfer of stock to do what he 
proposes. Caulkins v. Gaslight Co,, 85 
Tenn. 686, 4S. W. 287 ‘In the case of 
Smith v. Railroad Co., 9t Tenn. 230, 18 
S. W. 546, it was heid, viz.: “ The fact 
that stock is assigned by one other than 
the one to whom it was issued devolves 
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upon the corporation, when calied upon 
to transfer the shares and new 
certificate, the duty of inquiring as to 
the power of the assignor to make the 
assignment, It made no inquiry. It 
assumed, therefore, the risk as to the 
power of the assignor to dispose of the 
stock.”’ In the case now being adjudged 
it appears that the president of the tele- 
phone company, when requested to 
make this transfer, was not misled by 
any ostensible power that seemed to be 
vested in Dahlgreen. Caldwell declined 
to recognize his authority, and express- 
ly refused to make a transfer of the 
stock without a power of attorney from 
Mrs. Read. The president of the com- 
pany was at last induced by Mr. Linds- 
ley to make the transfer, and make it 
alone upon his personal guaranty and 
assurance that it was all right. This, 
therefore, is not a case where the com- 
pany can seek protection under any ap- 
parent authority with which the agent 
was clothed by his principal. The case 


issue a 
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must turn upon the actual authority pos- 
sessed by the agent to make the pledge 
and transfer. Conceding that Dahl- 
green was the general agent of Mrs. 
Read in Nashville, and acted for her in 
loaning out money, in making invest- 
ments, in purchasing stock, and in con- 
ducting her financial transactions, and 
in admitting that he was expressly em- 
powered or specifically directed to sell 
this stock, all this authority, added to- 
gether, would not authorize Dahlgreen 
to make a pledge of this stock for his 
individual indebtedness. The company 
in this case was put upon inquiry, and 
had knowledge, or at least competent 
means of knowledge, that Dahlgreen 
had pledged the stock for his own bene- 
fit. This disposes of the principal ques- 
tion presented in the Other 
assignments have been considered, but 


record, 


in the opinion of the court they are not 
well taken. The decree of the chancel- 


lor is affirmed. 





NOTES OF 

In Haas v. Bank of Commerce, (su- 
preme court of Nebraska, September 18, 
1894) the bank sued Haas upon a note 
made by him to the Bank of Omaha for 
$2,500 and averred it had become owner 
One of the 
grounds of defense was a denial of the 


by a general indorsement. 


corporate existence of the plaintiff bank. 


Upon this point, the court ruled in 


favor of the bank, and announced the 
law as follows: 

‘* Where the law authorizes a corpor- 
ation and there has been an attempt in 
good faith to organize, and corporate 
functions are thereafter exercised, there 
exists a corporation de facto, the legal 


existence of which cannot ordinarily be 
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called in question collaterally. It would 


be intolerable to permit, in any civil 


action to which such a body was a 
party, an inquiry into the legal right to 
exercise corporate functions—a right 
which it is for the state alone to question 
in appropriate proceedings for that pur- 
pose.”’ 

The bank held the 
collateral security for a loan made to 
the Bank of Omaha, and at the time of 
this loan, and pledge of the Haas note, 


the Bank of Omaha was already indebted 


note sued on as 


to the plaintiff bank, for which the latter 
held notes of other parties as security. 
Haas alleged that the consideration for 
his note was illegal and contended that 
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plaintiff bank should be required to ex- 
haust the other collateral before pro- 
ceeding against him, claiming the case 
within the principle whereby the holder 
security upon a_ fund 
may compel the holder of a se- 
nior security upon that who 
also holds other security, to exhaust 
such other security before proceeding 
against the fund which is held by both, 
The court refuses to apply this doctrine 
of marshalling to the case under con- 


of a junior 


fund, 


sideration. Such doctrine, it asserts, 
will never be applied except in the case 
of acommon debtor to both creditors, 
for the protection of the junior creditor, 
and then only where it may be done 
without injustice, and will not compel a 
resort to dubious securities. The court 
further holds, it is equally well estab- 
lished that a creditor holding two or 
more securities for the same debt may 
proceed to enforce either or all of them 
and will not, as a general proposition, 
be required to proceed in any particular 
order. In this case, the makers of the 
other notes were not before the court, 
and for that reason alone Mr, Haas was 


not entitled to the relief sought. 


THE question whether a pre-existing 
debt constitutes a 
tion, one of the subjects on which the 


valuable considera- 


courts of sister states widely conflict, 
arose before the supreme court of Ne- 
braska in the case of Barker v. Lichten- 
berger (September 18, 1894). Thecourt 
follows the federal doctrine, and ex- 
presses its views as follows: 

‘“Counsel urges that a pre existing 


debt is not sufficient consideration to 


protect the purchaser of notes against 


outstanding equities. Upon this gen- 


eral question there has been a marked 
conflict in the authorities, and courts 


have indulged im most retired dis- 
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tinctions. We shall not attempt a 
review of the numerous cases. It is 
sufficient to say that since the case of 
Swift v. Tyson, 16 Pet.1, we think the 
decided tendency of the cases has been 
in the direction of protecting such hold- 
ers against equities, where their situa- 
tion has been in any manner altered to 
The necessity for 
greater uniformity in the law relating 
to negotiable instruments has become 


their disadvantage. 


so evident that systematic efforts by the 
organized bar of the country have for 
some years been made towards accom- 
plishing that object. The mere numer- 
ical preponderance of recent authorities 
is therefore entitled to great weight in 
considering cases relating to commer- 
cial paper, Certainly, in this case, 
where Corbett accepted these notes be- 
fore their maturity in payment of the 
former holder’s indebtedness, he was 


The 
held by him, not as security merely, but 


entitled to protection. notes were 
in payment; and, at least until the notes 
matured, his remedy against his indor- 
ser on the original indebtedness was 
suspended, According to any reason- 


able view, he must be considered a 


holder for value.” 


THE supreme court of Oklahoma have 
recently decided a case under the usury 


The 
1893,chap.16,art.6,$9, provideas follows: 


statute of the territory. laws of 

‘* When a greater rate of interest has 
been paid than 12 per cent. per annum, 
the person paying it, or his personal 
representative, may recover the excess 
from the person taking it, or his person- 
al representative, in an action in the 
proper court.” 

This statute, the court holds in the 
case of Peoples Bank v. Dalton (Septem- 
ber 7, 1894) is not contrary to public 
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policy, but is valid; and authorizes the 
recovery back of usurious interest paid 
in excess of 12 per cent. per annum, the 
maximum legal rate. 


Tue Code of Alabama of 1886, § 2605, 
provides that any member of a partner- 
ship ‘‘may be sued for the obligations 
of all.” 
judgment against a member of a firm 


A creditor who had obtained 


garnished one who was indebted to such 
member, and the garnishee attempted 
to set-off an indebtedness of the firm to 
him. The supreme court of Alabama 
(Bradley Fertilizer Co. v. Cooke, 
10, 1894) holds that the set-off cannot be 


August 


made in the absence of a previous agree- 
that effect 
member and the garnishee. 


ment to between the firm 


SECTION 359 of the California Code of 
Civil Procedure, requires actions to en- 
force a liability against stockholders of 
a corporation to be brought within three 
years after the liability is created. In 
a recent action against a stockholder in 
the San Luis Hotel Company to enforce 
the liability on a note of the corporation 
payable six months after date, which 
five 


was commenced three years and 


months after the date of the note, the 
supreme court of California holds that 
the statute of limitations commenced to 
run in favor of the stockholder from the 
date of the execution uf the note and not 
from its maturity, and that consequent- 
ly the action was barred. The case is 
Bank of San Luis Obispo v. Pacific Coast 
Steamship Co., decided August 22 of the 


present year. 


A LARGE part of the products of the 
country are shipped from one section to 
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another, and drafts are made by the 
seller on the purchaser for the price, to 
which are attached bills of lading, rep- 
resenting the property in the goods 
shipped. The banks of the country 
have a great deal to do with these drafts 
and bills of lading, sometimes discount- 
ing them, and sometimes taking them 
merely collection for account of 
their customers; and it not infrequently 


for 


happens that they become involved in 
legal entanglements and lawsuits grow- 
ing out of their dealings in this class of 
commercial paper, 

The supreme court of Pennsylvania 
has recently (October ist) rendered a de- 
cision in a case growing out of such 
In Central National Bank 


Gallagher, one Bryan, of 


transactions. 
of Peorta v. 
Peoria, IIl.. sold and shipped to Hemp- 
hill of Westchester, Pa., a carload of 
oats at an agreed price of $268.43. 
Bryan attached a draft for the amount 
to the bill of lading he had received 
from the railroad company which he 
transmitted through the Peoria Bank to 
First National of Westchester for 


The bill of lading for the 


the 
collection 


oats had not been indorsed by Bryan, 


and the railroad refused to deliver them 
to Hemphill without such indorsement. 
At Hemphill’s request the bill was re- 
turned through the banks to Bryan at 
Peoria the 
had 
Bryan destroyed his 
dratt on Hemphill, surrendered the bill 


for indorsement, but in 


meantime, the price of oats 


advanced, and 
of lading to the railroad and took a new 
one corsigning the same car of vats to 
one Styer of Manayunk, Pa., on whom 
he drew for the increased price of $332.- 
50. Bryan had this draft discounted 
by the Peoria bank and indorsed the 
bill of lading to the bank, 
thereafter 


Hemphill 
the car was at 
Westchester, tendered the railroad com- 


and while 
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pany a certified check for the price of 
the oats agreed on between himself and 
Bryan, but they declined to deliver 
them. 

Hemphill then sued Bryan for breach 
of contract, and levied on the car of 
oats, and they were sold by the sheriff 
in pursuance of an order of court for 
$229.91. The Peoria Bank then brought 
suit against the sheriff for trespass. 
that the 
transaction between Bryan and Hemphill 


This court holds original 


was a sale of the oats to the Jatter with 
a special reservation in the consignor of 
delivery only on payment of price. 
Hemphill was ready and did not refuse 
to pay, and while seeking to have the 
informality in the bill of lading which 
prevented delivery, corrected, Bryan 
reconsigned to another purchaser at a 
higher price. But Hemphill instead of 
tendering the price and asserting title, 
sued Bryan and attached the oats as 
the property of Bryan. Byso doing he 
deliberately disclaimed title in himself 
and averred title in Bryan. In other 
words, he ratified the rescission of the 
sale to himself, and left Bryan free to 
sell again. The sheriff therefore com 
mitted a technical trespass when he sold 
the goods, but he obeyed the order of 
the court, and the measure of damages 
he would 


to which be amenable, is 


nominal merely. 


In the state of Texas, the rule of the 
Jaw merchant that there must be a de- 
mand and notice to hold an indorser, is 
enlarged by a statutory provision that 
even though these requirements are not 
still be 
held providing suit is brought to the 
settled 
law that a promise by an indorser to 
pay a note after he has knowledge of 


complied with, an indorser may 


first term of court. It is also 
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the failure to demand payment and 


give notice, is a waiver of these steps. 


In a case recently decided by the court 


of civilappeals of Texas (First Nationa 
Bank v. 


whether 


Bonner,) the question arose 


such a promise of payment 


would also waive the failure to sue at 
the first term of court, The court says: 
‘* The think, 


equally to a failure to sue at 


principle, we applies 
first 


The 


statute simply prescribes an additional 


the 
term of the court after maturity. 


method of fixing liability of the indor- 
ser, which was not known to the law 
merchant. Its object in requiring suit 
to be brought to the first term was the 
same that underlies the requirements of 
the common law, i.e. to protect the in 
dorser. It, however, relaxed, in favor 
ef the holder, the rules of commercial 
law, by dispensing with the necessity of 


There 


cannot 


a compliance with those rules. 
is no reason why the indorser 
waive the consequences of neglect in 


one case as well as in the other.” 


THE supreme court of Idaho has held 
Burke, ‘** A note 


without grace, made payable in a bank, 


in the case of Sadin v. 


placed and remaining therein for collec 
tion until due, may be sued upon after 
banking hours on the evening of the 
day it falls due, where the opening and 
closing hours are well known to the 
maker.” 


In an action recently brought in the 
District Court of Hennepin County, 
Minn. (Harper v. Carroll) for the pur- 
pose of enforcing the liability of share- 
holders in an insolvent state bank under 
Article 9 of the constitution of Minne- 
sota, and section 21, chapter 33, Gen, 
Stat. 1878, the defendants contended 





LEGAL DECISIONS. 


that liability attaches only to those who 
are stockholders at the time and within 
one year prior to the commencement of 
the action to enforce the liability. The 
court says this is not the true construc- 
tion of the statute. The double liability 
attaches to all who are stockholders at 
the time the assignment is made, and 
who have transferred stock within one 
year prior to such assignment, 


THE supreme judicial court of Maine 
has recently held in the case of a Mr. 
Mustard against the Union Nat. Bank, 
thata stockholler ina 


bank is not en- 
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titled to interest from the bank,either on 
ordinary dividends declared on his shares 
or on money due him from a reduction 
by the bank of its capital stock, for a 
period during which the bank was pre- 
vented from paying him the same by 
attachments of his stock in suits pend- 
other 
parties, although the money thus be- 


ing in court between him and 


longing to him was during such time 
mingled by the bank with its general as- 
sets, the bank being ready and willing 
to pay over the same but for the attach- 
ments, and having on hand all the time 
sufficient for the 


a balance of money 


put pose ° 


VERBAL PROMISE TO ACCEPT DRAFT. 


IS ENFORCEABLE ALTHOUGH 


STATUTE OF STATE 


WHERE DRAFT PAYABLE REQUIRES 


SUCH PROMISES TO BE IN WRITING. 


Exchange Bank v. Hubbard et al. 


U.S. Circuit Court of Appeals, Second Circuit. 


1. Where a promise is made in one state to accept a draft payable in another state, the law of tfie state where 
the draft is made determ nes the validity of the contract; and it is immateral that, by the statutes of the state 
where the draft is payable, a promiscto accept must be in writing to be deemed an actual acceptance, and, if 
not iv writing, can be enforced only by the person who draws or negotia es the bill. 


2. 


An action for breach of promise to accept drafts, to be made and negotiated to obtain money for a speci- 


fied purpose, may be maintained by one who has taken such drafts for money turnished by him for said pur- 


pose on the faith of the promise 


3. Detendants requested H & Co. to purchase for them certain cotton, and to borrow the money to pay there- 
for on defendants’ credit, promising to remit currency or to accept drafts fortheamount oaned, at the lender's 


option, 


H & Co. obtained the money from a bank on the faith of this promise, giving their drafts on defendants 


therefor, and therewith purchased the cotton, which defendants received, but refused to acc-pt the drafts. 
Held, that defendants were liable to the bank as for a loan made to them, and for their benefit, through their 


agents. 


This was an action by the Exchange 


Bank against Samuel T. Hubbard and 
others, doing business under the firm 
name of Hubbard, Price & Co., for the 
amount of certain bills of exchange. 
A demurrer to the complaint was over- 
ruled (58 Fed. 530), but at the trial the 
judge directed the jury to find a verdict 
for defendants, and judgment for de- 
fendants was enteredthereon. Plaintiff 
brought error, 

WaLLace, Circuit Judge. The plain- 
tiff in the court below brings this writ 


of error to review a judgment for the 
defendants entered upon the verdict of 
a jury. The principal question present- 
ed by the assignments of error is wheth- 
er the trial judge erred in instructing 
the jury to render the verdict. 

It appeared upon the trial that the 
plaintiff, a bank doing business at York- 
ville, S. C., cashed certain drafts drawn 
by the firm of Hope & Co., of that 
place, upon the defendants, the firm of 
Hub»ard, Price & Co., cotton mer- 
chants, doing business at New York 
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city. The evidence authorized the jury 
to find that the drafts were cashed under 
the following circumstances: On the 
5th day of October, 1891, Price, one of 
the defendants, applied at Yorkville, 
S. C., to Hope, of Hope & Co., to pur- 
chase cotton for the defendants. Hope 
informed Price that a lot 300 bates 
was to be sold on the following Wed- 
nesday. Price requested Hope to 
certain if the money to pay for the cotton 
could be raised from the bank at York- 
ville, and authorized him tw state to the 
bank that the defendants remit 
the currency immediately upon receiv- 
ing the bills of lading for the cotton, or 
would honor drafts promptly, whichever 
the bank preferred, and stated that if 
the money could be raised this 
he would decide the next day whe 
to buy the cotton, and 

Hope from Atlanta. Thereupon, Hope 
with the president of the 
plaintiff, and told him what Price had 
said, and the plaintiff promised to fur- 
nish the money upon the production of 
a satisfactory authorization from the 
defendants. The next day, Hope & Co. 
received a telegram from Atlanta, from 
Price, making an the cotton; 
fixing the price, subject to a variation 
of one-eighth cent per pound, at the 
discretion of Hope & Co., and directing 
the cotton be shipped bv bills of 
lading to a firm at Norfolk, Va, of 
which Price was a-member, The tele- 
gram contained also this sentence: 
** Drafts New York, or currency 
shipment from there, as you prefer,” 
Hope thereupon exhibited this telegram 
to the president of the plaintiff, pur- 
chased the cotton, and shipped it, con- 
formably to the instructions, drew 
drafts for the amount upon the defend- 
ants, payable at New York upon pre- 
sentment, and procured the plaintiff to 
cash the drafts. One of the drafts was 
honered and paid by the defendants 
Acceptance of the other drafts was re- 
fused. 

Upon the evidence it was a question 
of fact, for the jurv, whether Price rep 
resented the defendants in the trans- 
actions mentioned, or the Norfolk firm, 
of which he was a member, and 


of 


as- 


would 


in wav 


Lher 


would telegraph 


consulted 


otfer for 


to 


on 


also 
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whether Hope & Co., in buying the 
cotton, acted merely as agents, Hope 
testified that he told Price that Hope & 
Co. had no money, and could not buy 
the cotton, but that he would be glad to 
represent him (meaning Price's firm), 
and do what he could to secure the cot- 
ton forthem. The telegram from Price 
to Hope, giving the latter discretion as 
to the price, indicates that Price ie 
garded Hope & Co. as agents, and not 
as purchasers on their own account. 

The trial judge ruled that the cause 
was controlled by the statutes of New 
York relating to bills of exchange, and 
that the plaintiff was not entitled to re- 
to the statutory 
visions, either as upon a written accept 
ance by the defendants of the drafts, 


or 


cover, pursuant pro- 


as upon a breach of promise to 
cept. These statutes provide that no 


person within this state shall be charged 


ac 


as an acceptor upon a bill of exchange 
unless his acceptance shall be in writ 
ing, by himself lawful 
agent; that an unconditional promise in 
writing to bill 
drawn shall deemed 


signed or his 


accept a before it is 
be an ac- 
ceptance in favor of every person who, 
faith thereof, shall 
ceived the bill for a valuable 


actual 


upon the have re- 
considera 
tion; and that these provisions shall not 
be construed to impair the right of any 
person to whom a promise to accept a 
bill may made, and who, 
on the faith of such promise, shall have 
drawn or negotiated the bill, to recover 
the party making 
promise on his refusal to accept such 
bill. 3 Rev. St. N. Y. (7th Ed.) pp 
2242, 22 

We th 


was 


have been 


damages of such 


43- 
ink the ruling of the trial judge 
The 
been made in South Carolina, 


erroneous. cuntract having 
the stat- 
utes of New York do not furnish the 
rule by which to determine its validity, 
notwithstanding the drafts were to be 
accepted and made payable there, Mat- 
ters bearing upon the execution, inter- 
pretation, and validity of a contract are 
determined by the law of the place 
where it ismade, Those connected with 
its performance are regulated by the 
law prevailing at the place of perform- 
ance. Accordingly, where a promise is 
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made in one state, to 
which is to be payable in another 
state, and by the statutes of the lat- 
ter the promise would be invalid, the 
law of the where the promise 
is made determines the validity of the 
contract. This was expressly decided 
in Scudder v. Bank, 91 U. S. 406. Au- 
thorities to the like effect are TZilden v. 
Blair, 21 Wall. 241; Russell v. Wiggin, 2 
Story, 213; and Brown v. Finance Co., 31 
Fed. 517. If the contract was valid at 
common law, there being no statutes in 
South Carotina affecting it, it was valid 
everywhere; and it is quite immaterial 
that by the statutes of New York a col- 
lateral promise of acceptance is required 
to be in writing, or that a promise to 
accept a bill which is not in writing can 
only be enforced by the who 


accept a draft 


State 


pers on 


draws or negotiates the bill as was held 


in Bank v, Gibson, 5 Duer, 574. 

Notwithstanding the ruling of the 
trial judge proceeded upon an erroneous 
view of the law, the exception taken by 
the plaintiff is not available if, upon any 
view of the facts, the plaintiff is not en 
titled to recover. We are 
enquire whether the evidence author- 
ized the jury to find a state of facts giv- 
ing a good cause of action to the plain- 
tiff. 

It is to be observed 


therefore to 


that the action 
was not brought to charge the defend- 
ants as acceptors of the drafts, nor even 
to recover for a breach of their promise 
to accept the drafts, but that the com- 
plaint, 1 
the Code of Civil Procedure, sets out 
all the facts attending the advance of 
money by the plaintiff which were 
proved upon the trial, and is sufficient 
to authorize a recovery upon any legal 
theory warranted by the evidence. 

It is well settled that a promise to ac- 
cept an existing bill is, in legal effect, an 
acceptance, and suffices to maintain an 
action upon the bill in favor of any per- 
son who takes it upon the faith of the 
promise, whether the promise be in 
writing or by parol. This was held in 
Scudder v. Bank, supra, where the suit 
was brought upon an oral promise to 
accept a draft, and it is sufficient to re- 
fer to the authorities there cited. Such 


conformably to the provisions of 
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the courts of South 
Carolina. Strohecker v. Cohen, 1 Speer, 
349. Nevertheless, the defendants did 
not become liable as acceptors of the 
drafts, according to the judgments of 
the federal courts, because the promise 
Was not one to accept any particular 
bill or bills, but was one to accept gen- 
erally any drafts which might be drawn 
on them by Hope & Co. for the purchase 
of the Coolidge v, Payson, 2 
Wheat 66; Schimmelpenich v. Bayard, 1 
Pet. 264; Boyce v. Edwards, 4 Pet. 111, 
In Boyce v. Edwards the court used the 
following language: 


5 


also, is the rule in 


cotton, 


‘* The distinction between an action on a bill, 
, 


accepted bill, founded on a 


breach of promise to accept, seems not to have 


as an and one 


been adverted to, but the evidence necessary to 
support the one or the other 
ent To maintain the 


ly shown, 


is materially differ- 
been 
the promise must be applied to 


former, as has 
airea 
the particular bill alleged in the declaration to 
have been accepted. In the 
may be of a more general and the 
authority to draw collected from cir- 
cumstances, and extended to all bills coming 
of the promise,” 


latter the evidence 
character, 
may be 


fairly within the scope 


The court observed, however, that as 
respected the rights and remedies of the 
immediate parties to the promise to ac- 
all others who might take 
bills upon the credit of such promise, 
they were as secure and attainable in 
an action on the breach of a promise to 
accept as they could be in an action on 
the bill itself. 

Where the action is brought for the 
breach of a promise to accept a bill, 
while there can be no doubt of the right 
of the person to whom the promise is 
made to maintain an action, and attain 
practically the same remedy which he 
would have against an actual or virtual 
acceptor, it is not so well settled that an 
action can be maintained upon such a 
promise by a third person, who has 
taken the bill upon the faith of the 
promise. The objection is a want of 
privity between him and the promisors. 
This objection was considered in Cas- 
sel v. Dows, 1 Blatchf. 335, Fed Cas. No. 
2,502, by Mr. Justice Nelson, and in 
Russell vy Wiggin, supra, by Mr. Justice 
Story, and in each of these cases was 


cept, and of 





282 THE BANKING 


held not to be tenable. In the present 
case it may be doubtful whether the 
telegram sent by Price to Hope & Co., 
standing alone, was a sufficient promise 
to accept the drafts; but it is to be 
read in the light of the surrounding cir- 
cumstances, proof of which was admis- 
sible to aid in ascertaining the purpose 
of the paper, and in applying and inter- 
preting its language, Barney v. Worth- 
ington, 37 N. Y. 115; Hutchins v. Heb- 
bard, 34 N, Y. 24. In viewof its lang- 
uage, thus interpreted, and especially in 
view of what had taken place between 
Price and Hope on the previous day, 
the proof of a promise to accept such 
drafts as might be negotiated in order 
to obtain the money to- purchase the 
cotton was entirely satisfactory. There 
seems to be no reason why the plaintiff 
should not be entitled to recover as for 
the breach of a promise to accept the 
drafts. 

We are also of the opinion that the 
facts would have justified the jury in 
finding that, throughout the entire 


transaction of purchasing the cotton and 


raising the purchase money, Hope & 
Co, were acting as the agents of the de- 
fendants, and within the scope of the 
general authority in that behalf which 
the defendants had delegated to them. 
In this view of the case, as there is no 
pretense that the plaintiff gave credit to 
the agents personally, the defendants 
are liable as principals for a loan made 
to them, and for their benefit, through 
their agents. The facts set forth in the 
complaint and shown upon the trial es- 
tablish a cause of action for money had 
and received of the plaintiff to the use 
of the defendants. Upona quite simi- 
ler state of facts, it was said in Bank v, 
Ely. 17 Wend. 512, that the drawees 
would be liable as drawers of the bills, 
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and that, if no drafts had been given, 
they would have been liable upon the 
plainest law applicable to the relation 
of principal and agent. In order to 
charge the real principal, it is always 
competent, in whatever form a parol or 
written contract is executed by an 
agent, to ascertain by evidence dehors 
the instrument who is the principal, 
whether it purports to be the contract 
of an agent, or is made in the name of 
the agent as principal; and the real 
principal may be held, although the 
other party knew that the person who 
executed as principal was in fact the 
agent of another. Ford v. Williams, 21 
How. 287; Coleman v Bank, 53 N, Y. 
393; Briggs v. Partridge, 64 N. Y. 357; 
Byington v. Simpson. 134 Mass, 169; 
Steamship Co, v. Harbison, 21 Blatchf. 
336, 16 Fed. 688. It is therefore_quite 
immaterial that the money was ad- 
vanced upon drafts drawn by Hope & 
Company. 

The case is in substance, one in which 
the jury might have found that the de- 
fendants requested Hope & Co. to act 
as agents for them in buying a certain 
lot of cotton, and borrowing the money 
upon their credit, with which to pay for 
it, upon the assurance that they would 
remit currency as soon as they received 
bills of lading for the cotton, or accept 
sight drafts drawn upon them for the 
amount loaned, at the option of the 
lender. Hope & Co. borrowed the 
money. The defendants received the 
cotton, repaid some of the money bor- 
rowed of the plaintiff by their agents, 
and have refused to pay the balance. 
There seems to be no reason why, upon 
these facts, they should escape liability. 

The judgment is reversed, and the 
cause remanded to the circuit court, 
with instructions to grant a new trial. 
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CONDITION OF NATIONAL BANKS, OCTOBER 2, 1894. 


Comptroller of the Currency—Form 520. TREASURY DEPARTMENT, 
Reports—11-1-’94—5,000. Office of Comptroller of the Currency, 
No. of Banks, 3755. Washington, D.C., November 1, 1894. 


ABSTRACT of Reports made to the Comptroller of the Currency, showing the Condition of the 
Naticnal Banks in the United States at the close of business on Tuesday, the 2d day of Oct- 
ober, 1894 

RESOURCES 
Loaas and dis ‘ounts Se iaaas ay ee Seciéatneens tae: ee »272 
Sacuvacackatiean Ae araca koe eee aos as 47,918 

U.S. ere to secure circulation.......... 199,642,500 

U.S. bonds to secure U.S. deposits... eer eee paca 15,226,000 

U.S. bonds on hand Peery er 10,662,200 

Premiums on U.S ‘ bs a ann a a as as ee ee 14,624,279 

Stocks, securities, ieexen eeauee 193,300,072 

Banking house, furniture and fixtures ak ee 75,183,745 

Other real estate and mortgages owned j mala 22,708,391 

Due from national banks (not reserve agents) Terre eT 22,479,067 


Due from panel reserve agents... 

Checks and other cash items 

Exchanges for clearing-house 

Bills of other national banks 

Fractional paper currency, nickels and cents 

Lawful money reserve in bank, viz 
Gold « ‘ 5 290 g2 
Gold inaaiaes COTUMACARES. .600050 7, +940 00 
Gold clearing-house certificates....... ica 34,096,000 00 
Silver dollars — 6,116.3 
Silver treasury certificates ee hoe 28,784,897 00 
Silver fractional coin “wee 5,422,172 58 

Total specie a 37, 250,054 50 

Legal tender notes .. 0,544,028 00 
U.S. certificates of deposit for legal-tender notes... 5,100,000 00 


Five per cent. redemption fund with treasurer 
Due trom U. S. treasurer 


Capital stock paid in 

Surplus fund ; 

Undivided profits, less expe nses and taxes paid. ve 
National bank notes issued ; siceesceciae Mpa: oO 
Less amount on hand hy ae ée a ,987 00 


Amount outstanding............... r cease een “a 172,331,978 00 
State bank notes outstanding . 66,290 50 
Due to other national banks 
Due to state banks and bankers »167,779 62 
Dividends unpaid janasdaaenasa 576,245 95 
Individual deposits Sareea 1,728,418,819 12 
U.S. deposits. ... i ae oe 10,024,909 62 
Deposits of U. S. disbursing officers atane 2 716,537 80 
Notes and bills rediscounted , 45 3,427 95 
Bills payable Seton 552,% 78 
Liabilities other than those above stated. 


692,316 63 


-w 
Pde 


Ww W 


to 


JAMES H. ECKELS, " Compuneiion 


*The am sunt of c rculation outstanding at the date named, as shown by the books of this office was $207,- 
451.69 ; which amount includes the notes of insolvent banks, of those in voluntary liquidation, and of those 
which have deposited legal-tender notes under the acts of June 20, 1874, and July 12, 1882, forthe purpose of re- 

ring their circulation 
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THE CAUSES OF THE OUTWARD MOVEMENT OF GOLD 


A correspondent of the Boston Hera/d 


has presented to that paper an interest- 


ing statistical table showing the finan 


mental notes, and states the necessity of 
speedily reforming our currency, to re- 


gain the confidence of foreigners, and 


prevent heavy shipments of gold in the 
We reprint the table of figures, 


from which 


the 


cial movement since 1877 


’ 


he deduces the conclusion that loss future. 


of gold arises from the redundancy of and communication, to bring the sub- 


our currency, due mainly to govern- ject to the attention of our readers, 


FINANCIAL MOVEMENT SINCE 


1577. 


S. Treasury 
Changes in amt 
held . * Customs payments. 


ya 


New York. Percentage 


pe}eis 
10 


ul 
yjuow 
3 pur 


of gold for the six months ending: 


uuln[os yous 


Suipus ivezA 
SUOITIIA 


*SUOLTIW 


‘sjdxo 
sqiodu 


June 3 
Imp. 


Imp. 


Imp 

July 

Imp. 

June 30 
Dec. 3 
June 3 
Dec. 3 
Tune 3 
Dec. 3 
june 3> 
Dec 
June x 
Dec, 
June 
Dec 
June 3 
Dec 
June 3 
Dec. 
june 3 
Dec 2 
June 3 
Dec. 
June 3 
Dec. 
Tune 3 
Dec. 


Exp. 
Imp. 
Exp. 
Imp. 
Exp. 
Imp. 
Imp 
Exp. 
Exp. 
Exp. 
Exp. 
Exp. 
Exp. 
One month 
July, 1894 
Average 7” Aug. 18 
airryrs. $23 


3 
b 2 yrs. 67! 
c 4 year 5 


Dec$1 Inc. 
Inc 


Dec, 16 


Exp.$77 Inc. $ ¢ 
Exp. 164 Dec. 37 
Exp. 48 Inc. 7 I 


Imp. 
Exp. 
Exp. 
s 8 mos, to Au 
Exp. Dec.*44 Inc. 46 Inc. 28 ‘i . 


diyear gt Exp.279 


«As the Treasury received $59,000,000 from the sale of United States bonds, the real loss of gold this year, 
WAB $103,000, 000. 

e These figures are obtained from the statements of specie holdings, which include a comparatively small 
amount of silver; therefore though substantially correct, they are not exact. 


a 1880-g0. b 1891-2. c July 1892 to Jan. 1893. d 1894. 
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“To the Editor of the Hera/d: 
It is a pleasure to discuss financial 


subjects in your paper because you 


mean to be perfectly fair, and your 
main. 


ideas are, I think, sound in the 


But I feel sure that you would not meet 
my arguments and those of Hon. J. H. 
Walker, by calling them quibbles and 


nonsense if you had carefully looked 
into the facts. 

The credit of the United States is the 
best in the world. It would be absurd 
for anybody to be disturbed at the size 
of the debt. 


000,000 of this debt is payable on de- 


It is the fact that $500,- 


mand in gold, and that these demand 
liabilities are driving gold out of the 
country, and especially out of the treas- 
ury, while the treasury has almost no 
This 


state of affairs is making people anxious, 


quick assets to pay them with. 


The government can easily remove this 
danger by turning the demand liabilities 
into long bonds—or, better still, by 
slowly and gradually paying them off 
with the sinking fund and other avail- 
able assets. 

No extra taxation or added interest 
payment is necessary. 

Your confidence in the harmlessness 
of government notes reminds me of the 
old story of the lawyer who cheered his 
client, after he had been convicted and 
committed to jail, by telling him his 
case was good and the law could not 
touch him, Before government notes 
had set the panic of 1893 going, or had 
made us ask every morning for over 
two years how the gold reserve stood— 
before these proofs of the harmfulness 
notes had 


of government appeared— 
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re) 


doubtless many people would have been 
encouraged by yourexpressions. But it 
is too late now. 

And you put the saving of $5,000,000 
a year as the leading reason for keeping 
Have 


you tried to estimate the loss caused by 


government notes in circulation. 


the government notes in starting and 
intensifying our panic, and in crippling 
business since then? 

I ask you to print the enclosed sheet 
of figures. (I have larger and better 
copies at my office for distribution.) It 
shows how the redundancy of our cur- 
rency, due mainly to government notes, 
began to drive gold out of the country 
in 1889. It shows how the public took 
away gold from the treasury last year, 
giving paper and silver in return. It 
shows how the percentage of gold con- 
tained in the customs payments at New 
York has dwindled to almost nothing. 
It shows how rapidly foreigners have 
been withdrawing their capital, mer- 
chandise and gold, from us, creating an 
excess of exports in the year August 1, 
1893, to August 1 of 1894, of $279,000,- 
000, or over $23,000,000 per month. 
This last fact is the chief cause of fear 
at this moment. 

Unless we regain the confidence of 
foreigners speedily, by reforming our 
currency, aad thereby make their with- 
drawals of capital much slower than 
last year, the small excess of our mer- 
chandise exports over imports, (only 
about $8,500,000 in September) must 
soon be 


probably supplemented by 


heavy shipments of gold. 


C. C. Jackson 
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E. B. 


E. B. Hinsdale, one of 


members of the New 


the distinguished 
York bar 
gained prominent recognition throughout politi- 


who has also 





prominent part in politics. He was 


chairman of 


HINSDALE. 


selected 


the Genesee county Republican 


Central Committee inthe first Lincoln campaigr 


HINSDALE, 


cal and financial circles, was born in Genesee 
County, N. Y., on December 4, 1831, and is de- 
scended trom American ancestry of English 
origin, his ancestors having settled in this coun- 
try in 1632. After receiving a common school 
education and passing a short academic course, 
Mr. Hinsdale pursued the study of law, and, in 
1856, was admitted to the bar at Buffalo. He 
immediately began the practice of his profession 
at Leroy, Genesee County, where he remained 


for five years, and also took an active and 


and performed the duties of his position in a 
comprehensive and satisfactory manner. 

In 1861 he came to the metropolis and soon es- 
tablished a reputation entitling him to promi- 
nent rank in the profession. He early turned 
his attention tothe civil departments of practice 
and made a specialty of corporation and finan- 
cial matters, in which branches of the profession 
he has few equals. In 1870, he organized the 
law firm of Hinsdale and Sprague, which be- 


came celebrated. Mr. Hinsdale’s legal career 
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has been conspicuously clean from unprofes- 
sional tactics and methods. and he is according- 
ly highly esteemed and respected by the entire 
fraternity. 

Despite his active professional life, he has 
found time and opportunity for extending his 
usefulness to other spheres of public and pro- 
litical endeavor, as is evidenced by his deep in- 
terest and active participation in state and na- 
tional campaigns. He established a reputation 
as a legal writer through a report on ‘‘ Aboli- 
Internal Revenue,” which 


tion of Taxes on 


raised the cry of ‘‘ free whiskey ” in the Presi- 


dential campaign of 1888. It however was in- 
dorsed and adopted by the Union League Club 
and became a widely discussed subject. He is 
also the author of an excellent paper on land 
transfer reform, and has contributed many val- 
the 


His opinion as to the power of the 


uable works on other subjects to literature 
of the laws. 
city toissue bonds for new parks, became a 
settled law by the decision of the court of ap- 
York of those 


peals, and secured New many 


ASA A. 


Asa A. Alling, a talented and successful cor- 
poration lawyer of this city, was born in the 
Metropolis, on May 4th, 1862, and is descended 
from Colonial and Revolutionary ancestry, 
which for generations has produced men emi- 
nent in the professional and commercial fields 
of endeavor. He is a son of J.Sackettand Ann 


E. (Bertine) Alling. His father was for many 


years a prominent aud highly respected mer- 
chant of this city. The subject of these remarks 
attended the public schools of New York city 
and Duchess county, received his preparatory 
Mountain Institute, 


training at Chappaqua 


Westchester county, N. Y., and graduated in 
Cornell 


His college course was conspicu- 


1883 as a Bachelor of Philosophy, from 
University. 
ous for all-around proficiency, and he was prom- 
inently identified with the Beta Theta Pi frater- 
nity, and several societies and organizations of 
the university. He was one of the originators 
the ‘‘Cornell Daily 


now, as then, the leading organ of the college. 


and first editors of Sun,” 
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public resorts. For the past nine years, he has 
been a member of the ‘‘ Committee on Political 
Reform” of the Union League Club, and upon 
the appointment of Whitelaw Reid as Minister 
to France, Mr. Hinsdale was elected chairman 
of the committee, a position which he still re- 
tainsand has filled with ability. His report on 
the inadequacy of the existing naturalization 
laws to prevent such occurrences as the New 
Riot the 


power of state courts) created wide and favor- 


Orleans (brought about by corrupt 
able comment from the public and press, both 
ot which indorsed the principles therein enun- 
ciated. While he has always taken an active 
part in the deliberations of the party leaders yet 
he has steadily declined political honors, other 
than those of a strictly honorary caste, 


Mr. 


large industrial and financial enterprises. 


several 
His 


with 


Hinsdale is also interested in 
versatile intellectual attainments, coupled 
his strong personality, have made him as pop- 
ular socially as his business and professional 


talents have made him successful. D. 


ALLING, 


In winning the Stewart L. Woodford prize of 
$1oo for the best oration composed and deliv- 
M. Alling 


academic 


ered by members of the senior class, 


secured the highest of Cornell's 


honors. 
Iu 188s, after a two years course in Columbia 
his Bachelor-of-Laws 


Law School, he obtained 


degree and was admitted tothe bar. 


the practice of 


He began 
his profession as an associate 
with Judge Daniel W. Guernsey, with whom he 
remained for a year. He then became con- 
nected with the firm of Platt, Gerard & Bowers, 
the firm of 


Kenneson, Crain & Alling, of the Corn 


and, in 1889 formed well-known 
Ex- 
change Building. Mr. Alling early devoted his 
attention to the civil departments of the profes- 
sion, and made a specialty of corporation, finan- 
cial, real-estate aud commercial laws, and the 
same talents that enabled him to secure distinc- 
tion in college life won him recognition in legal 
his abilities 


circles, where he is respected for 


and esteemed for his personal characteristics. 
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His partners are lawyers of repute and progres- 
sive ideas, and the firm is counsel to many 


Important corporations, banking institutions, 


ASA A, ALLING, 


brokerage firms, and other important commer- 
cial interests. 
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Mr. Alling is an ardent Democrat, and his 
superior qualifications as an orator have led his 
party to select him as the speaker upon many 
auspicious public occasions. In_ the discussion 
of state and national issues, the,Democratic Na- 
tional Committee have invariably called upon 
He 


usually represents his district in the state and 


him to stump the various Eastern States. 


county conventions, and is an indefatigable 


Mr 


Alling’s versatile talents have not only made 


worker for the best interests of his party. 


him prominent in professional and political cir- 
cles, but have also secured him popularity in 
social and club lite, where he is esteemed by a 
ot the 
City Bar Association, the Metropolitan Club, a 


wide circle of friends. He is a member 
governor of the Democratic Club, and chairman 
of its House Committee, and belongs to the 
Business Men’s Democratic Club, the executive 
committee of which he is a member. 
1894, Mr. 


Smith, daughter of George Hervey Smith, of 


On June 
married 


20, Alling Louise Floyd 


this city. 
D. 





TERRY 


Terry Smith was born in Houston, Texas, 


The months that he attended 
the 
Early in his youth 


thirty years ago. 


school could be counted on fingers of 


his father 
and his health 
invalid, 


one’s hands. 


met with business reverses, 


became and 
with his 


the bread winners of the family. 


breaking down, he an 


Terry Smith, two brothers, became 
He always 
had an ambition to study law but, at this time, 
finding it impossible to combine money making 
with the pursuit of legal knowledge, the duty 
of a son took precedence to his ambition to 
be a lawyer. 

Mr. Smith’s first business was as aclerk in a 
book store in his native town of Houston. Sub- 
sequently he drifted into the cotton business, in 
which he has, at times, represented some of the 
largest cotton houses in the world. He was 
appointed Public Weigher of Houston by the 


SMITH. 


Governor of the State before he had obtained 
his majority, which office he held for six years, 
being successively reappointed by the incoming 
Governors. Twice during his business ca- 
reer did he commence the study of law, but on 
each occasion he was obliged to give up on ac- 
count of his circumstances, although at no time 
did he ever absolutely relinquish the thought of 
eventually taking up the law. 

Mr. Smith’s father died in 


and his mother in July, 1887, and straightening 


December, 1886, 


up his business affairs, in July, 1888, he came 


to New York determined to obtain a 


legal 
education. 

The requirements at the law schools in New 
York that an applicant must either be a college 
graduate or else have passed the regents’ ex- 
amination before commencing the study of law 


was an obstacle to this Texas boy with only a 
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few months of schooling, which seemed almost 


insuperable. gut, nothing daunted, this obsta- 


cle was overcome, and Mr. Smith graduated 


from Columbia School of Law, and was admit- 


He 


and 


ted to the bar in December 1891. brought 


to his profession that ardor, fervor frank- 


ness, 


characteristic of the typical southerner 


rERRY 


and 


withstanding his admission to the bar has been 


which has made him many friends, nct- 
comparatively recent his success has been sig- 
naland marked, and he is now considered one 
of the most prominent young lawyers at the 
New York bar. 

Among his clients are some of 


the largest 
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New 


prominent individuals, including a large Texas 


corporations in York City, as well as 


clientele. He has the faculty of giving the same 


attention and consideration to a matter in- 


volving afew dollars as to one involving thous- 
ands. 
active worker, 


Mr. Smith, although not an 





SMITH, 


takes great interest in politics. He says he in- 


herited his politics like his religion. Heisa 


member of the general committee of Tammany 


Hall, one of the governing committee of the 
Western Society, a member of the Bar Associa- 
tion and a are lo- 


cated in the World Building, 61 Park Row 


Master Mason. His offices 
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ACCOUNTANCY. 


These columns are intended to embrace topics of interest to accountants, and discussions of, and decis 


ions upon, matters of law involved in various branches of accountancy. 
and distribution ot trust estates and property are published under this head. 


Cases bearing upon the managemer 
These are of importance 1 


trust companies, bank: rs, and all others charged with the management of trust property; as well as to ac 
countants employed to investigate trusts, make reports, and assist in the rendering of accounts. 


RIGHTS AND DUTIES OF PUBLIC ACCOUNTANTS. 


DEPRECIATION CONSIDERED IN RFLATION TO ASSETS 


(Contributed by Frank Blacklock, Expert Accountant, 


As the question of an independent 
audit by public accountants is at pres- 
ent coming to the front in financial in- 
vesting circles, the rights, duties and 
discretionary authority of the account- 
ant should be considered from a profes- 
sional standpoint, as the least deviation 
from a certification of a balance-sheet, 
that goes outside 
statement 


arithmetical 


of mere pro forma 
that the correctness of the 
calculations therein con- 
tained have been verified and are cor- 
rectly copied into the baiance sheet, will 
at once open the question of how far 
the discretionary authority of the ac- 
countant will be construed to be a veri- 
fication of the present correct value, or 
enters in 0 a revaluation of the assets, 
or should the accountant require a re- 
serve to be created that will care for any 
contingent losses that may arise by 
reason of the ultimate nonpayment of 
discounted bills 
the with- 


drawing from the audit, if not allowed 


receivable, or would 


accountant be justified in 
to use his judgment? 

The men who have chosen account- 
ancy for their profession, have force, 
ingenuity, adaptability, common sense 
and honesty largely developed, for the 
certificate of no other class of profes- 


sionals will please an investing public, 


who should never have cause to regret 
having relied on the certification of a 


public accountant of standing. The 


Baltimore, Md.) 


question of the depreciation of plant, 
machinery and fixtures, the cash valu 
of outstanding book accounts to be col 
lected, and the proper prices to be 
placed upon stock in trade taken in ar 
inventory, as also some assurance of the 
reasonable certainty that all the dis 
counted bills receivable will be at least 
ultimately paid, will ever and anon meet 
the public accountant the result of whose 
audit is to go outside of the immediate 
proprietor of the concern examined. 

It is frequent that the services of an 
accountant are sought to audit concerns 
of weaker credit than A1, where the bal 
ance-sheet to go before financial insti- 
that 
balance- sheet, 


tutions is to bear the certification 
‘* This is afull and fair 
fairly and honestly setting out the facts 
as therein stated.”’ Before giving such 
certification, the accountant should in- 
sist, if the books show that this has not 
been already attended to, ona reserve 
being created to be written off the prof- 
its by an entry as follows: 


Profit & Loss, Debtor to Reserve Fund. 


The question of depreciation and the 
right to revalue assets, in connection 
with such items as depreciation on 
plant, machinery and fixtures; insuring 
outstanding accounts yet to be collected ; 
discounted bills receivable at present un- 
paid by the makers; a fair sum written 


off of patents and goodwill; and any 





ACCOUNTANTS’ 


ther allowances that may suggest them- 
selves to a thorough and consciestious 
public accountant. may be said to pre- 
From the 


ent at least two sides. ac- 


ounting standpoint a reserve should 
ilways be created, or at least a fair pro- 
portion written off the so-cailed profits 
every year at least, to cover deprecia- 
tion on assets; but from the standpoint 
of the executive management, who find 
it difficult, under the stress of the last 
ew years of trading, to show any legiti- 
mate profit at all and have been carry- 
ing loaded accounts for some time past, 
this revaluation of assets by an account- 
ant who has been sent for ‘‘merely to 
erify figures” is deemed superfluous, 
{ not impertinent, and in some instan- 
es the accountant who resolutely insists 
in his right to have things his own way 
With 


and 


vill be regarded with disfavor. 
he loss of his fee on the one hand 
the probability of the concern failing 
vith his certificate that they are solvent 
nd prosperous, on the other, the ac- 
ountant may be reminded of the di- 
emma of the honorable judge who in 
harging the jury, said: *‘ Gentlemen, 
if you believe what the plaintiff's attor- 
ney has told you, you will find for the 

aintiff; if you believe what the defend- 
ant’s attorney has told you, you will find 
for the defendant, but if you are like 
myself, and don’t believe either of them, 
I'll be hanged if I know what you will 


” 


do. But the logical result will be that 
if accountants will resolutely stand up 
for what is right, the few who are ready 
to certify abstractly will soon be segre- 
gated into a class whose certificate will 
not be taken in a trial for robbing a hen 
roost, while the others who hew to the 
line will make their certificates so valu- 


able that out of their own fees they can 


afford to employ expert valuers in differ- 
Then after they have cut a 


ent lines, 


DEPARTMENT. 291 
few eye teeth by the loss of one or more 
fees, they will suggest, as do the mem- 
bers of the legal profession, that a re- 
taining fee, paid in advance, is in order, 
and any promoter or borrower who has 
not the courage of his convictions and 
faith enough in his own enterprise to 
put up some money on the reliability of 
his statement, will soon have to forego 
the additional weight that an account- 
ant’s certification will give tohis scheme 
of conversion, consolidation or what 
not. 

Then also, a prospectus with an ac- 
countant’s certificate will be regarded 
with more favor than one that contains 
only the fairy-like showing of the ven- 
dors, recommended by their promoter. 

There will always be cases of audits 
or examinations presented that can be 
dealt with only on a common-sense 
basis, of first being sure you are right 
and then going ahead. It is always bet- 
ter, where practicable, to present your 
report in person to your direct employ- 
er, and have a short and succinct con- 
versation over the principal points 
therein embodied, but where the value 
of assets form a considerable portion of 
the report, some note or suggestion 
should be made that they have wot been 
valued by the accountant but taken as 
he found them; and even in that case 
the accountant can, to a certain extent, 
see that they have not been loaded too 
much by comparison with previous in- 
ventories, or that the outstanding book 
accounts are fairly fresh on the ledger; 
he can note if the custom has been to 
write off bad and doubtful 


and in numerous other ways can the ex- 


accounts, 


perienced accountant be able, in his own 
mind, to determine if the books approx- 
imately represent what they purport to 
show. Sometimes a friendly argument 
with the bookkeeper will developa point 
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worth considering, or a comparison of 
the year previous will indicate whether 


all 


have 


the outstanding accounts payable 


been properly brought into the 
of 


percentage of profits on sales compared 


reckoning. A_ slight calculation 


with previous years, will show sometimes 


a ‘nigger in the wood pile” that can be 


rooted out once his little toe is discov- 


ered. Where questions are promptly 


and satisfactorily answered, and various 
proofs come correct in every instance, 
the accountant may fairly presume that 


he is being honestly dealt with, and hav- 


ing found no material errors, he should 


not allow himself to get into the habit 


> 


great exX- 


of splitting hairs, but rely toa g 


tent on his own judgment of what is 


right and what is wrong and the public 


will soon determine whether his con- 


clusions are correct, and whether he is 
a proper person to determine such ques- 


tions. 


FEDERAL REGULATION 


ACCOUNTS 


Banking Law Journal: 


“ J 


OF 


kditor 
DEAR the 


‘ Fed- 


Sik:—Referring to your article in 


October number of your Journal, upon 


> 


eral Regulation of Railway Accounts,’ 


me to say—I have already sent the su 


copy of a letter to Isador 


Con 


otraus, 


state of New York. 


gress, 


Hon 
Member of Congress,State N. ¥ 
s, Washington,D.C. 


IsAbD STRAUS, 


House of Representative 
DEAR 


introduced by you in the House of 


Su Referring to the bill that has been 
Representa- 
Cullom of 


Railroad 


tives and in the Senate by Senator 
Illinois, entitled ‘‘ A Bill to 


Companies 


reguiate 


engaged in International Com- 


merce,” allow me to suggest as an amendment 


to the 4th section which reads as follows 


‘* Establishment of a method of publicity of 
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corporate affairs, accounts uf directors an 


business results, under governmental super 


vision.”” The following is the amendment sug 


gested: Such ‘‘ governmental supervision” t 


consist of an examination and certification « 


the accounts by a respectable, experienced an 


independent expert accountant, and that nor 


port shall be published 1 


by directors or receive: 


unl so certified to be correct. 
Yours truly, 


Joun H, ALLEN, 
<2 Wall Street, N. Y 


SCHOOL DISTRICT BONDS. 


case of Shaw v. Jndeper 


NM hool Dist) tcl of Riv rs de, (U. 4 Cire u 
Court, N, D. Iowa, W. D. Sep. 6, 1894) 
action was brought on interest coupons 


belonging to bonds 


re issued by the school 


district. On behalf of the defendant it 
was pleaded that the bonds were void, in 
constitution of the state oft 


that the 


Iowa (section 3, art. 11) provides that 


‘*no county, or other political or muni 
cipal corporation shall be allowed to be- 
for 
agere 


the 


come indebted in any manner, or 


any purpose to an amount in the 


gate exceeding 5 per centum on 


value of the taxable property within such 


county or corporation,—to be ascet 


tained by the last state and county tax 
lists, previous to the incurring of such 


indebtedness,”’ and that the constitu- 


tional limit had been exceeded when the 


bonds in suit were issued, and there- 


fore the defendant district had no power! 


to issue the bonds in question, On be- 


half of the plaintiff, it was claimed that 


chapter 132 of the Acts of the 18th Gen 
of of 
clothed school districts with full 


eral Assembly the state Iowa 


Pp owel 
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to issue refunding bonds; thatthe bonds 
contain recitals showing that they were 


issued in pursuance of and in accord- 


ance with the provisions of that act, and 
that the plaintiff, having paid value for 


the bonds, relying upon the recitals 


therein contained, is entitled to estop 


the defendant from showing that the 


constitutional limitation had been 


ex- 
eeded. 

SuiraAs, District Judge, holds: The 
material questions arising in this case 
were before me in Cummins v. District of 


and I held 


that bonds issued for refunding purposes 


Deon, 42 Fed. 644, therein 


under the provisions of 
Acts 18th Gen 


from bonds 


chapter 


132, 


Assem., low a, differed 


issued for purposes other 


than to refund outstanding obligations; 


that the burden of showing that the 


re- 
funding bonds were invalid was on the 


lefendant, and that this required the 


lefendant to show that the pre existing 
ndebtedness which it was proposed to 
refund wasitself invalid,and not enforce- 
able: and that, in the case of refunding 
bonds sold for cash, the purchaser, hav- 
ing paid his money to the proper officers 
of the district, was not bound to see to 
the proper application of the money 
ilier it had passed from his control, as 
he had a right to the 


assume that 


\fficers of the district would properly 
This 


court 


perform their official duties. 


to 


fase 


was carried the by 


supreme 
writ of error, and the judgment was re- 
Seen Doou Tp. v. 
U. S. 366. 


versed, Cummins, 142 


The ruling of the supreme 
ourt in that case is decisive of the one 


now before the court. In this case, as 


n that, the amount of bonds purchased 


by the plaintiff, to wit, $7,500, was in 


excess of the constitutional limitation, 


ind of this fact the plaintiff was bound 


to take notice, because, as is held by the 


supreme court in Doon Tp. v. Cummins, 
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he was bound to take notice of the con 
stitutional provision, and also of 


amount of the 


the 
taxable the 


district, as shown by the public tax lists. 


property of 


Under these circumstances, if I cor- 
rectly interpret the ruling of the 


preme conrt inthe Doon Township case, 


Su- 


the plaintiff cannot rely on the recitals 
in the bonds as an estoppel on the de- 


fendant. If it appeared that the bonds 


bought by the plaintiff were in fact used 
to refund 


retire or a pre-existing, en 


of district, 
might be true thatthey would be 


forceable indebtedness the 


then it 
valid, even though they exceeded the 
the 


pears that they were issued to C., 


limitation, From 


evidence it ap- 
W. 
Rollins in exchange for other bonds held 
by him, but it does not appear that the 
bonds were valid in 


the 


latter his hands, 


but, that 


on contrary, it appears 


they were part of a fraudulent 


series 
* the 
ture of which may be readily seen from 
the fact that 


known as the ‘‘ Martin Bonds,’ na- 


Rollins held $72.000 of 


them,—an amount in excess of 


the en- 


tire taxable 
Under judgment 
must be in favorof the defendant, and it 


the 


circumstances 


property of district, 


these 


is so ordered 


AMERICAN SECURITIES 


MANY. 
Frank H. Mason, 


sul-general at 


IN GER- 


States 
Frankfort on-the-Main, 


Germany, has made a special report to 


United con- 


the State Department, in which he says 


that American railway securities have 


He en- 


deavors to point out the reasons tuere- 


fallen in bad odor in Germany. 


for, and suggests measures for rehabil- 


He 


says thatin Frankfort, which was the 


itating them in the financial world. 


first European money market to accept 


dark 


United States bonds during the 
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days ef our war, and where all Ameri- 
can investments have been popular, not 
only are our new securities refused be- 
those 
railroad bonds and stocks held for years 


cause of American origin, but 


have been returned to Americaand their 
proceeds invested in less remunerative 
Prussian consols and other standard se- 
curities backed by government credit 


and supervision. He says further: 


The cloud 
railway securities in Germany has been raised 


which overshadows American 


mainly by the revelations of the last two years 


concerning the management of several railway 
properties. German investors were heavy 
losers, and their losses served to call the atten- 


tion of the people and press more sharply than 
ever before to the usurpations of power and 
evasions of responsibility which, it is claimed, 
have become so frequent in American railway 
management. European bond and sharehold- 
ers have been informed that the power of the 
president and directors in many important rail- 
way companies has become practically omnipo- 
They 
protests and proxies to be used at elections for 


tent and irresponsible. have sent over 
the purpose of wresting the control of corporate 
properties from the hands of officers who were 
said to be abusing their trusts, and they have 
seen these and every other effort towards a 
change easily and hopelessly defeated. 

That railway presidents and directors enjoyed 
large prerogatives andimmunities, and that the 
rights of security-holders were but partly pro- 
tected by American laws, have been well known 
to European investors for years, but that a 
president or director who has abused his trust 
may be appointed as receiver of the same prop- 
erty, and under such new mandate continue 
his previous course, and that the accounts of an 
entire railway system may be falsified and its 
securities sustained in the market by fictitious 
statements of earnings and concealment of re- 


believed here—are dis- 


bates—all of which is 
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coveries of comparatively recent date. 
The 


when asked what is requisite to restore Euro- 


uniform reply of German financiers, 
pean confidence in American railway securities, 
is that such corporations should be brought un- 
der the control of a comprehensive federal law. 
Tradition, education, and experience have alike 
taught the German that, whatever may be the 
existing form of government in any country, 
the one sure source of protection and safety in 
the presence of danger or conflicting interests 
is the supreme authority of national control. 
Mr. Mason says that the German railroad- 
license system is not applicable in its entirety 
to America, and adds in conclusion: It is be- 
lieved by many whose experience and interests 
in both countries entitle their opinions to re- 
spect, that it should be possible to frame and 
adopt a statute applicable to at least all railway 
companies of the class now subject to the inter- 
State commerce law, and which shall be clear, 


precise, and inexorable upon the following 


topics, viz: 

(1.) Regulation of the elections of railway 
officers so that elections shall be free and open 
and represent directly and fairly the wishes and 
interests of security-holders. 

(2.) Creation of a national bureau of pub- 
licity, inspection, and control, providing for 
the regular publication at stated periods of cer- 
tified reports, showing fully and accurately the 
earnings, expenses, acts of directors, and all 
business results which affect the value of cor- 
porate property. 

(3.) Making each violation of the law by any 
act of usurpation or wilful mismanagement a 
crime entailing imprisonment, and requiring 
federal prosecuting officers to institute and con- 
duct prosecutions for such offence. 


(4.) Providing a thorough revision of the sys- 
tem of proceedings under which courts of jus- 
tice now appoint receivers to manage railroads, 
and making the president or director of a de- 
frauding corporation ineligible for appointment 
asa receiver of the same property. 
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INQUIRIES AND CORRESPONDENCE. 


7TH IS department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 


eral interest, and expect prompt and careful consideration thereof, without charge. 


The names and place 


f those submitting inquiries are published, unless special request is made to the contrary. 


Effect of Extending Mortgage. 





Lucas, lowa, October 24, 1894. 
Laditor Banking Law Journal: 

DEAR Sik:—Does the holder of a mortgage 
lose any rights by extending time on same to 
the maker? 

Yours truly, 


CASHIER, 


1. Answering this question strictly as 
presented, we should say no. If there 
are rights of third parties involved in 
any way, they are not set forth in the 
question, which involves only the aimple 
proposition of the right of a mortgagee 
to extend the mortgagor’s time of pay- 
ment. Wedo not see how he would 
This, of 
ourse, on the assumption that he does 
not cancel the mortgage, and take a 


se any rights in so doing. 


1ew one, in which event junior lien- 
holders might come in ahead of the lien 
f the new mortgage. The following 
abstracts of Iowa decisions bear on the 
juestion of extending mortgagor’s time 

f payment, and may be of service. 

a. A mortgage being given as security 
that 
nothing but the actual payment of the 
lebt or an express release will operate 
The lien is said 
to last as long as the debt if there is no 


for a debt, the general rule is 


is a discharge thereof. 


release. Packard v, Kingman, 11 Iowa, 
219. 

é. Where the original notes secured 
’y a mortgage are surrendered and new 
evidences of the indebtedness taken in 
heir place, with no intention that the 
mortgage indebtedness shall be _ re- 
sarded as paid, the mortgage will] still 
tand between the debtor and creditor 


as security for such indebtedness. Hew- 
ely v. Matteson, 54 lowa, 505. 

c. Where a note secured by a mort- 
gage is renewed, and the mortgage can- 
celled and a new one executed on the 
same property, a purchaser at judicial 
sale subsequent to the cancellation of 
the old mortgage and under a judg- 
ment lien antedating the new one, is 
protected unless he have actual notice 
that the debt secured by the second 
mortgage is a renewal of that Secured 
by the first. not 
be held as imparting such notice. Wash- 
ington Co, v. Slaughter, 54 Iowa, 265. 


The record itself will 


2. Concerning a second question sub- 
mitted, we may say generally that an 
agent authorized to manage and carry 
on his principal’s business has no im- 
plied authority to pledge or mortgage 
There 
would have to be express authority to 
execute the mortgage suggested, 


the property in his possession. 


—EEE 


Bond of Indemnity on Lost Draft. 
Tue Lorain Savincs & BANKING Co, t 
LorAIN, O., Nov. 16, 1894. 

Editor Banking Law Journal: 

DeaR Sir:—Are we safe in issuing duplicate 
draft where 
been lost, without first having a bond of indem- 
nity to guard against any possibility of the or- 
iginal draft having passed into the hands of an 
innocent purchaser? Does the fact of our hav- 
ing accepted payment of the original draft re- 
lease us from paying the same when presented 
by such purchaser? 

Thanking you for your opinion, I remain, 

Yours truly, 
Jas. B. Hoce, Treasurer. 


the original is claimed to have 
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It would not ordinarily be safe to 
issue a duplicate draft without indem- 
nity against liability on the original in 
the hands of an innucent purchaser. If 
the payee should make affidavit that the 
draft, when lost, was not indorsed by 
him, and the amount involved and his 
personal character both negatived the 
likelihood of perjury, it might be safe 
to issue a duplicate, without such a 
bond, 

We do not exactly understand what 
is meant by the bank having accepted 
payment of the draft. It is not the 
holder or owner, who alone would be 
entitled to payment. Its obligation is 
as drawer, If it is meant that the am- 
ount has been received from the drawee, 
we do not see how this would affect its 
liability to pay to an innocent holder 
for a valuable consideration. 


Release of One of Three Makers. 


Buive Eartu City, Minn., Nov. 12, 1894. 
Editor Banking Law Journal: 

Dear Sir:—Will you please favor me with a 
reply to the following inquiry in the next issue 
ot your valuable Law Journal? 

A BC are equal partners, and give a note for 
the benefit of the firm, but sign individually, In 
what way, if any, can ‘‘ A” bereleased on pay- 
ment of a certain amount, but by indorsement 
of one third of full amount due on note, without 
releasing or in any way affecting the liability of 
the other two, ‘‘B” and ‘' C,” for the remaining 
two thirds of the debt? The note reads ‘‘ for 
value received, I promise to pay,” etc. 

CORRESPONDENT IN MINNESOTA, 


The note signed by A, B and C, read- 
ing ‘‘7” promise to pay, is several as 
well as joint; hence, a release of A, 
upon payment of his proportion, would 
not cancel the liability of B and C to 
the holder for the remaining two-thirds. 
The payment of one-third could be in- 
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dorsed upon the note, and a separate 
release could be executed to A. 


Steps on Collection of Note. 


Bue Rapips Ciry BANK, 
BiveE Rapips, Kans., Nov. 24, 1894. 
Editor Banking Law Journal. 

Dear Sir:—On November Ig, 1894, F. E. & 
J. A. S. of Kansas City, Kans., forwarded to us 
for collection a note of which the following is a 
copy: 

BLUE RApPIDs, Kans., April 7, 1894. 
$88.00. For value received, eignt months afte: 
date I promise to pay to the Ks. State M. & S. Assn 
or bearer, eighty-eight and oo-100 dollars, with inter - 
est at the rate of 8 per cent. per annum. 
B. F. P —, 
P.O. Add., Irving, Ks. 

On the back of the note appears the following 

indorsement: 





“ Nov. 7, 1894, 
W. J. B——, Pres't.” 
On November 21, 1894, I returned the note 
for indorsement of F. E. & J. A. S., also for 
THEIR INSTRUCTIONS AS TO PROTEST. On Novem 
ber 23d I again received the note (WITHOUT let 
ter of instructions) indorsed as follows: 


“For collection, 
protest waived, 
F.E.& J.A.S—.” 

Without further instructious from F. E. & J. 
A. S., what would be our duty in regard to pro- 
testing if the note is not paid at maturity? 

The point is, shall I protest to hold ‘*W. J 
B—, Pres,” as a guarantor or indorser? Also 
the note being dated at Blue Rapids, Ks.. and 
the address of the maker being, Irving, Ks., 
where should it be presented for payment. Th: 
maker is a farmer and lives some miles in the 
country east of Irving Kansas, 

I. S. Taber, Cashier. 


Unless the maker of the note has a 
place of business at Irving, Kansas, it 
should be presented at his residence in 
the country. The indorsement “ pro- 
test waived” by the principal at Kan- 
sas City is sufficient as 


an instruc- 


tion to the agent at Blue Rapids t 
protest 


omit notarial in case of non- 


payment. 
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CURRENT NEWS AND TOPICS. 


Embracing Items of Interest in all the States. Readers are requested to communicate matters arising locally 
to enhance the interest and value of this department. 


AMERICAN BANKERS’ ASSOCIATION. 


IRCULAR RELATIVE TO PROTECTION FROM 


NALS, 


CRIMI- 


The following circular has been issued to the 
members under the signature of J. J. P. Odell, 
President of the Association, H. W. Ford, Sec- 
retary, and E. H. Pullen, chairman executive 
council: 


For several years it has been the practice of 
the association to offer rewards for the appre- 
hension and conviction of certain classes of 
criminals upon application for the same by 
members, and approval by the Protective Com- 
mittee. This mode of procedure has not been 
fruitful in results, and the executive council 
after careful consideration have approved a 
plan to enlarge the field of operation of the Pro- 
tection Committee which will make the associ- 
ition the aggressive agent of the members for 
the apprehension and prosecution of profession- 
il criminals. By this plan it is proposed to re- 
iain the services of a detective agency of na- 
tional repute, which shall among other things 
keep the members of the association informed 
regarding the movements and personnel of pro- 
fessional criminals, and upon notice from a 
member of an attempted or a successful depre- 
lation, to undertake the apprehension and pros- 
ecution to conviction of the perpetrators of the 
rime, In order to provide sufficient funds to 
carry out the proposed plan, the following am- 
endment to the by-laws was adopted: 

‘*In addition to the regular annual dues, the 
executive council shall have authority to call for 
in additional sum, not exceeding the amount of 
innual dues, from each member, for the bene- 
fits of a protective fund, which fund shall be 
ised for no other purpose than for defraying the 
‘ost of the apprehension and prosecution of the 
perpetrators of crime against the members of 
the association and the paymentsof rewards for 
their punishment,” 

Under this by-law the executive council now 
request the members to pay into the treasury 
for the benefit of the Protective Fund an am- 
sunt equal to their annual dues. 

The following rules, in addition to those al- 
ready promulgated, have been adopted by the 
Protective Comm ttee: 

‘*Upon receipt of notification by the presi- 
dent or secretary of an attempted or successful 
perpetratiou of fraud upon a member of the as- 
sociation, either by forgery, check-raising, rob- 
bery or safe-breaking, which appears to be the 
vork of professional criminals, accompanied by 
a full account of the offense and if possible a 
lescription of the operators, thecommittee will, 


if the case comes within the category of those 
which the association can take cognizance, at 
once undertake the apprehension of the crimi- 
nals by means of the detective agency hereto- 
fore mentioned, and such other means as they 
may consider warranted. A case once com- 
mitted to the association, which results in the 
apprehension of the criminal, cannot be taken 
out of its hands, nor the offence condoned or 
compromised.” 

It is expected that every member will co-op- 
erate with the committee and promptly report 
every offence coming under their notice, as well 
as using all reasonable diligence in assisting in 
the arrest and conviction of the criminals. 

The association eannot take cognizance of 
petty larcenies, thefts by employes, amateur 
forgeries, or frauds committed by others than 
what may be termed professional operators. It 
is against the latter class that the efforts of the 
association will be directed, and it is hoped that 
the results will be effectual in breaking up of 
professional forgery, check raising and bank 
robbery. 


NEW YORK. 
‘** Triplicate” Exchange on London. 


The following notice has been issued by the 
principal bankers who 
change: 


deal in foreign ex- 


We, the undersigned, believing it is no longer 
necessary to draw 60 days’ sight or7o days’ date 
bills of exchange on London in “‘ triplicate” 
beg to notify you that after January 1, 1895, ex- 
cept when specially requested, we will draw 
such exchange in ‘‘first”’ and ‘‘ second” only, 
instead of ‘‘ first,” ‘‘second” and ‘‘third.” 

In earlier days when Sailing vessels were the 
sole medium of transfer, the issue of bills in 
triplicate was deemed necessary; but with the 
modern facilities of ocean transit, the necessity 
has ceased to exist. 


RECEPTION OF THE STATE BANKERS’ ASSOCIATION, 

Anenjoyable reception was tendered by Group 
1X. of the New York State Bankers’ Association 
to the chairmen and officers of the remaining 
groups, at the Windsor Hotel, New York City, 
on the evening of November13. There was a 
large attendance, and among other notables 
was Governor Roswell P. Flower. The Balti- 
more plan for a bank currency was informally 
discussed and commended. Governor Flower 


made an address upon the business outlook, 
and the importance of a reconstruction of the 
currency system. 
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A UNIFORM STATEMENT FOR BANK CREDITS, 


The following circular has been issued to the 
members of the New York State Bankers Asso- 
ciation: 

TREASURERS’ OFFICE 
New YorkK STATE BANKERS’ ASSOCIATION, 
14 NASSAU STREET. 
New York, Nov. 13, 1894. 

DEAR Sir:—Ata meeting of the Council of 
Administration of the New York State Bankers’ 
Association, held in this city November 13th, 
the undersigned were appointed a committee to 
prepare a form of uniform statement and sub- 
mit the same to the various committees appoint- 
ed by the groups at their last regular meeting. 

We are desirous of gathering facts that will 
help us in determining whether a form of state- 
ment can be drawn which will be satisfactory to 
all the members of the association. We are also 
anxious to secure every possible advantage to 
banks from the amendments made in 1894 to sec- 
tions 636 and 637 of the Code of Civil Procedure, 
giving a right to an attachment where credit 
has been obtained upon false statements in 
writing as to financial responsibility. 

Will you kindly communicate to either of the 
undersigned any suggestions that you may 
have to offer in this matter on or before Decem- 
ber 1st? We shall be glad to have any personal 
information trom your bank or its directors in 
regard to litigation over fraudulent statements, 
so that the committee who propose to take up 
the legal aspect can refer to the cases. The ac- 
tual experience of the members of the associa- 
tion will be of great value. 

It is needless to say that anything you may 
communicate to us will be held in strict confi- 
dence. 

Yours respectfully, 
J. G. Cannon, Vice President. 
Fourth Nat. Bank, New York. 
SeyMouR DexTeR, President, 
Second Nat. Bank, Elmira, N.Y. 
J. G. JENKINS, President, 
First Nat. Bank, Brooklyn, N’Y. 


CHAMBER OF COMMERCE DINNER, 


The 126th annual dinner of the Chamber of 
Commerce was held at Delmonico’s on the even- 
ing of November 20th. Coming soon after the 
election of the reform ticket, a large part of the 
evening was devoted tocongratulatory speeches 
and addresses upon subjects connected with 
local government. President Orr, in his opening 
address stated his belief that the paramount 
menace of the present day to the growth, pros- 
perity and happiness of the country, comes 
from a growing tendency to venal and incom- 
petent legislation, national, state and munici- 
pal, which tends to paralyze the mora! forces of 
the nation, Col. William E. Strong, Mayor- 
elect of New York, and a member of the cham- 
ber, gave a plain talk to the members, and 
stated that the Chamber of Commerce was the 
cause of the grext reform movement started in 
the city of New York, 
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PENNSYLVANIA. 


In the trial of officers of the defunct Perry 
County Bank at Bloomfield, for receiving de- 
posits with knowledge of insolvency, the presi- 
dent, W. A. Sponsler made the astonishing 
Statement that he had never seen one of the 
bank statements since 1873. He admitted that 
the bank lost heavily in the panic of 1873, but 
testified that he had never examined books nor 
been shown a statement of the bank’s condition 
since that time. 


THE BANKERS’ LIFE INSURANCE COM- 
PANY OF NEW YORK. 


This company is the successor of the Bank- 
Clerk’s Mutual Benefit Association, a full ac- 
count of which was published in the January 
JOURNAL at page 95. It is distinctively the 
‘*bankers’”” company, for it is indorsed by 
every banking institution connected with the 
clearing-house of New York city. The company 
is purely mutual, and all policy-holders are 
partners and share in the profits. Its assets on 
January 1, 1894, were $123,618.18, being an in- 
crease of $10,186.72 during the year 1893. This 
company is now licensed to do business in six 
states and the District of Columbia. It has 
issued new policies aggregating about $2,500,- 
ooo, in the past twelve moaths, and is now 
writing about $300,000 of insurance per month, 
or at the rate of $4,000,000 per year. The gain 
has been steady and uniform from the begin- 
ning, increasing steadily month by month. 

Mr, H. P. Townsley, the general manager 
has been in the insurance business for fifteen 
years. For the three years preceding his con- 
nection with this company, he was with the 
Mutual Life of New York. The company’s 
offices are at 31 Nassau Street, New York. Fol- 
lowing are the names of its board of managers, 
its advisory board, and its trustees: 

BOARD OF MANAGERS. 


Richard Morgan, Edward D. Butler, Edward 
T. Hulst, James Dennison, Edward J. Baldwin, 
John H. Carr, William B. Reed, Richard L. 
Purdy, Charles S. Gaubert, F. C. Elder, Wm 
Hanhart, Geo. W. Maynard, Jonathan Kelshaw, 
Jacob C, Parsons. 

ADVISORY BOARD, 

J. Edward Simmons, Ebenezer K. Wright, 
Charles H. Fancher, Stephen Baker, Ebenezer 
S. Mason, A. B. Hepburn. 

TRUSTEES, 
William A. Nash, Edward Burns, 
Coggeshall. 


and Walter 


BACK NUMBERS. 


The editor of the BANKING LAW JouRNAL will 
be grateful to any subscriber who can send to 
the office one or more of the following numbers. 


July 15, 1890. 

September 15, 
May 15, 1I8oI. 
January 15, 1893. 


1£g0, 





